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AMENDING THE PUBLIC BUILDINGS ACT OF 1949 





THURSDAY, JANUARY 21, 1954 


Untrep States SENATE, 
ComMMITTEE ON Pustic Works, 
SUBCOMMITTEE ON BUILDINGS AND GROUNDS, 
Washington, D.C. 

The subcommittee met at 10: 10 a. m., pursuant to call, in room 412, 
Senate Office Building, Senator Thomas H. Kuchel, chairman of sub- 
committee, presiding. 

Present: Senators Martin (chairman), Kuchel (chairman of sub- 
committee), Holland, Stennis, and Gore. 

Also present: Senator Chavez and Mr. Ellsworth W. Bassett, and 
T. W. Sneed, staff members. 

Senator Kucuet. The subcommittee will come to order. At the 
direction of Senator Martin, the chairman of the Senate Committee 
on Public Works, I am holding a subcommittee hearing this morning 
on H. R. 6342, to amend the Public Buildings Act of 1949 to authorize 
the Administrator of General Services to acquire title to real property 
and to provide for the construction of certain public buildings thereon 
by executing purchase contracts; to extend the authority of the Post- 
master General to lease quarters for post-office purposes ; and for other 
purposes. 

(H. R. 6342 is as follows:) 

[H. R. 6842, 83d Cong., 1st sess.] 


AN ACT To amend the Public Buildings Act of 1949 to authorize the Administrator of 
General Services to acquire title to real property and to provide for the construction 
of certain public buildings thereon by executing purchase contracts; to extend the 
authority of the Postmaster General to lease quarters for post-office purposes; and for 
other purposes 
Be it enacted by the Senate and House of Representatives of the United States 

of America in Congress assembled, 


TITLE I—GENERAL SERVICES ADMINISTRATION 


Sec. 101. The Public Buildings Act of 1949 is amended by (1) redesignating 
section 411 thereof as section 412, and (2) inserting, immediately after section) 
410 thereof, the following new section: 

“Sec. 411. (a) Whenever the Administrator of General Services determines 
that (1) the needs for space for the permanent activities of the Federal Govern- 
ment in any particular area cannot be satisfied by utilization of any existing 
property suitable for the purpose then owned by the Government, and (2) the 
best interests of the United States will be served by taking action hereunder, he 
is hereby authorized to obtain and provide space for the accommodation of activi- 
ties of the Government in the several States, the District of Columbia, and the 
Territories and possessions of the United States (including Guam), except for 
the accommodation of activities of the Post Office Department, by negotiating 
and entering into purchase contracts, the terms of which shall not be less than 
ten nor more than twenty-five years and which shall provide in each case that 
title to the property shall vest in the United States at or before the expiration 
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of the csontract term and upon fulfillment of the terms and conditions stipulated 
in each of such purchase contracts. Such terms and conditions shall include 
provision for the application to the purchase price agreed upon therein of install- 
ment payments made thereunder including provision for the exchange of surplus 


real property or real property which may become surplus as a result of such 
agreement, where the Administrator determines that the best interests of the 
Government in economy and efficiency of operation will be served. 

‘(b) The Administrator of General Services is authorized to exercise the 
powers granted in this section with respect to existing properties, including 
those for which conversions, additions, extensions, or remodeling may be re- 
quired, and properties upon which construction is to be subsequently effected 
in pursuance of the terms of applicable purchase contracts. 

‘(c) The Administrator of General Services is authorized to enter into agree- 
ments with any person, copartnership, corporation, or other public or private 
entity, to effectuate any of the purposes of this section; and is further authorized 
to bring about the development and improvement of any land owned by the 
United States and under the control of the General Services Administration 
including the demolition of obsolete and outmoded structures situated thereon, 
by providing for the construction thereon by others of such structures and facili- 
ties as shall be the subject of the applicable purchase contracts. 

“(d) Each such purchase contract shall include such provisions as the Adminis- 
trator of General Services, in his discretion, shall deem to be in the best interests 
of the United States and appropriate to secure the performance of the obligations 
imposed upon the party or parties that shall enter into such agreement with 
the United States: Provided, That no such agreement may provide for the pay- 
ment by the United States in pursuance of the terms thereof of moneys in an 
aggregate annual amount in excess of 15 per centum of the appraised fair market 
value of the property at the date of the purchase contract, or in the case of 
property where construction shall not have been completed at that date in 
excess of 15 per centum of the fair market value at the date of completion 
of such construction. 

“(e) No proposed purchase contract agreement calling for the expenditure 
of more than $50,000 per annum shall be executed under this section unless it 
has been submitted, thirty days prior to its effective date. to the President of the 
Senate and to the Speaker of the House of Representatives for appropriate 
reference to committees. 

“(f) Funds now or hereafter available for the payment of rent and related 
charges for premises, whether appropriated directly to the General Services 
Administration or to any other agency of the Government and received by said 
Administration for such purpose, may be utilized by the Administrator of Gen- 
eral Services to make payments becoming due from time to time from the 
United States as current charges in connection with agreements entered into 
under authority of this section: Provided, That no such funds may be expended 
for acquisition of title to the property covered by any such agreement prior to 
the expiration of the contract term specified therein (whether by exercise of 
option to purchase or otherwise) in the absence of specific appropriation of 
funds for such acquisition, which appropriations are hereby authorized: Pro- 
vided further, That the value of any Government real property to be exchanged 
under any such agreement may be credited at the time of exchange to the 
payments to be made by the United States thereunder: Provided further, That 
Government real property to be exchanged may be credited in whole or in part 
to the purchase price of the property for which it is exchanged, except that where 
the amount of the credit for the real property to be exchanged exceeds the 
amount of the purchase price, the amount of the remaining proceeds shall, except 
as provided in section 205 of the Post Office Department Property Act of 1953, 
be covered into the miscellaneous receipts of the Treasury of the United States. 

“(¢) When requested by the Postmaster General, the Administrator. of 
General Services is hereby authorized to exercise the authority vested in him 
by this section (1) to acquire preperty for postal purposes, or (2) to provide 
space for postal purposes in buildings acquired under this section for other 
purposes. 

“(h) With respect to any interest in real property acquired under the pro- 
visions of this section, the same shall he subject to State and local taxes until 
title to the same shall pass to the Government of the United States. 

“(j) If any provision of this section or the application thereof to any person 
or circumstance is held invalid, the remainder of this section and the application 
thereof to other persons or circumstances shall not be affected thereby. 
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“(j) (1) Section 302 (c) of the Federal Property and Administrative Serv- 
ices Act of 1949 and section 355 of the Revised Statutes, as amended (50 U, 8S. C. 
175), shall apply to purchase contract agreements entered into under this sec- 
tion, except that any such agreement may be entered into and placed in effect 
after request for but prior to receipt of an opinion of the Attorney General 
with respect to the validity of title to the property described therein. 

“(2) Except as provided by paragraph (1) of this subsection, sections 3733, 
3734, and 3736 of the Revised Statutes, as amended (40 U. S. C. 259; 41 U.S. C, 
12, 14) ; section 1 of the Act of March 3, 1877 (19 Stat. 370; 40 U. S. GC. 34); 
section 3 of the Act of August 27, 1935, as amended (60 Stat. 257; 40 U. S. C. 
304c) ; section 407 of this Act; and any other provision of law (except appli- 
cable labor standards provisions) relating to the acquisition of real property, 
construction of buildings, or leasing of space, shall not apply to purchase con- 
tract agreements executed under this section.” 

Sec. 102. It is not the intention of the Congress that the program authorized 
by this title shall constitute a substitue for or a replacement of any program for 
the construction by the United States of such structures as may be required 
from time to time by the Federal Government. 

SEc. 108. This title may be cited as the “Public Buildings Purchase Contract 
Act of 1953”. 

TITLE II—POST OFFICE DEPARTMENT 


Sec. 201. It is the purpose of this title to supplement existing provisions of 
law for the leasing of space for postal purposes by providing authorization for 
the acquisition by the Postmaster General of such space through the execution 
of lease-purchase and other agreements under which the United States will ob- 
tain immediate use of such space and will make periodic payments, and in the 
case of lease-purchase agreements will obtain title to the property described 
therein at or prior to the end of the term prescribed therein. It is not the in- 
tention of the Congress that the program authorized by section 202 of this title 
shall constitute a substitute for or a replacement of any program for the con- 
struction by the United States of such structures as may be required from time 
to time by the postal service. 

Src. 202. (a) Whenever the Postmaster General determines that (1) there 
is a substantial need for space for postal purposes in any particular area which 
cannot be satisfied by utilization of any existing property suitable for the purpose 
then owned by the Government, (2) the receipts of the post office serving such 
area exceed $10,000 per year, and (3) the best interests of the United States 
will be served by taking action hereunder, he is hereby authorized to obtain and 
provide space for postal purposes in suitable structures of permanent-type con- 
struction in the several States, the District of Columbia, and the Territories and 
possessions of the United States (including Guam), by negotiating and entering 
into lease-purchase agreements, the terms of which shall not be less than ten 
nor more than twenty-five years and which shall provide in each case that title 
to the property shall vest in the United States at or before the expiration of the 
leasehold term and upon fulfillment of the terms and conditions stipulated in 
each of such lease-purchase agreements. Such terms and conditions shall in- 
clude provision for the application to the purchase price agreed upon therein of 
rental payments made thereunder. Such payments under any such agreement 
may include amounts for the amortization of the fair market value on the date 
of such agreement of the property described therein. The financial transactions 
of the Post Office Department with respect to such lease-purchase agreements 
shall be subject to the accounting and auditing requirements of the Post Office 
Department Financial Control Act of 1950 (Act of August 17, 1950, ch. 735. 
HKighty-first Congress, second session). 

(b) The Postmaster General is authorized to exercise the powers granted in 
this section with respect to existing properties, including those for which con- 
versions, additions, extensions, or remodeling may be required, and properties 
upon which construction is to be subsequently effected in pursuance of the terms 
of applicable lease-purchase agreements. 

(c) The Postmaster General is authorized to enter into agreements, with any 
person, copartnership, corporation, or other public or private entity, to effectuate 
any of the purposes of this section: and is further authorized to bring about 
the development and improvement of any land purchased by the United States 
for postal purposes, including the demolition of obsolete and outmoded structures 
situate thereon, by providing for the construction thereon by others of such 
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structures and facilities as shall be the subject of the applicable lease-purchase 
agreement. : 

(d) Each such lease-purchase agreement shall include such provisions as the 
Postmaster General, in his discretion, shall deem to be in the best interest of 
the United States and appropriate to secure the performance of the obligations 
imposed upon the party or parties that shall enter into such agreement with the 
United States. 

(e) Funds available to the Post Office Department for the payment of rents 
are authorized to be utilized by the Postmaster General to make any payments 
becoming due from time to time from the United States in pursuance of lease- 
purchase agreements entered into under the authority of this title: Provided, 
That no such funds may be expended for acquisition of title to the property 
covered by any lease-purchase agreement prior to the expiration of the leasehold 
term specified therein (whether by exercise of option to purchase or otherwise) 
in the absence of specific appropriation of funds for such acquisition, which 
appropriations are hereby authorized. 

Sec. 203. (a) Notwithstanding any other provision of law, the Postmaster 
General is authorized to- 

(1) negotiate and enter into lease agreements with any person, copartner- 
ship, corporation, or other public or private entity, on such terms as the 
Postmaster General deems to be in the best interests of the United States, 
for the erection by such lessor of such buildings and improvements for postal 
purposes as the Postmaster General deems appropriate, on lands sold, leased, 
or otherwise disposed of by the Postmaster General or otherwise acquired 
by, such person, copartnership, corporation, or public private entity; 

(2) for the purposes of paragraph (1) of this section, and without regard 
to the Federal Property and Administrative Services Act of 1949 (Act of 
June 30,1949, ch. 288, Eighty-first Congress, first session), as amended— 

(A) acquire by purchase, condemnation, lease, donation, or other- 
wise, and on such terms as he shall deem appropriate to the best in- 
terests of the United States, real property and interests therein, for 
use for postal purposes; and 

(B) dispose of real property, and interests therein, acquired for use 
or used for postal purposes by sale, lease, or otherwise, on such terms as 
he shall deem appropriate to the best interests of the United States. 

(b) Funds available to the Post Office Department for the payment of rents are 
authorized to be utilized by the Postmaster General for the purposes of this 
section. 

Sec, 204. The Postmaster General may, at the time he enters into any lease- 
purchase or lease agreement under authority of this title, include in such agree- 
ment a provision for adjustment of the rental paid to any lessor to compensate 
for any incrase or decrease in taxes on the leased property. 

Sec. 205, Amounts received by the Government from sales, leases, or other 
disposals of property acquired in the performance by the Postmaster General 
of the functions vested in him by this title shall be credited to the current 
applicable appropriation of the Post Office Department and shall be available for 
expenditure for the purposes of this title. 

Sec. 206. The Postmaster General shall take title, on behalf of the United 
States, to all real property purchased by him under authority of this title. 

Sec. 207. (a) Section 355 of the Revised Statutes, as amended (50 U. S. C. 
175), shall apply to the acquisition in fee simple of real property under this title, 
except that any lease-purchase agreement to acquire real property under this 
title may be entered into and placed in effect after request for but prior to receipt 
of an opinion of the Attorney General with respect to the validity of title to the 
real property described therein. 

(b) Section 3709 of the Revised Statutes, as amended (41 U. S. C. 5), shall 
apply (1) to the acquisition of real property by lease-purchase agreements, under 
authority of section 202 of this title, and (2) to the lease agreements entered 
into under authority of paragraph (1) of section 203 (a) of this title. 

(ec) Except as provided by subsections (a) and (b) of this section, sections 
3733, 8734, and 3736 of the Revised Statutes, as amended (40 U. S. GC. 259; 41 
U. S. C, 12, 14) ; section 1 of the Act of March 3, 1877 (19 Stat. 370; 40 U. S. C. 
34); and any other provision of law (except applicable labor standards pro- 
visions) relating to the acquistion or disposal of real property, construction of 
buildings, or leasing of space, shall not apply to any of the functions performed 
by the Postmaster General in effectuating the purposes of this title. 
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SEc. 208. No agreement shall be entered into under this title later than a date 
ten vears after the date of enactment of this title. 

Sec. 209. The Postmaster General shall include in his annual report an account 
of transactions conducted during the applicable year pursuant to the provisions 
of this title. 
onan. This title may be cited as the “Post Office Department Property Act 

Passed the House of Representatives July 24, 1953 

Attest: 

LYLE O. SNADER, Clerk. 

Senator Kucner. The purpose of this meeting is to permit an in- 
quir) y begun at the last session into the general-purpose legislation con- 
cerning which several bills have been introduced in each House of the 
Congress. 

This hearing will be concerned particularly with H. R. 6342 which 
is now before us. 

At the hearings which were held late last spring or early summer, 
representatives from the General Services Administration, the Comp- 
troller General, the American Municipal Association, and the National 
Association of Real Estate Boards testified generally, and in an effort 
to avoid any duplication of testimony I desire to ask those who have 
been invited to appear here today to speak specifically to the House bill 
which is before us and to the mechanics by which the General Services 
Administration, in the first part of the bill, and the Post Office Depart- 
ment in the second part of the bill, would be permitted to enter into 
the type of agreements for which the bill provides. 

A representative of the General Services Administration and Mr. 
Edmund F, Mansure, Administrator, are here. Would they please 
come forward? 

Senator Srennis. Let me raise this point in the record, please, Mr. 
Chairman. I want to know what would be the situation if this bill 
becomes law and we have a small town that does not have the willing 
local capital. Will this policy preclude the present policy of the Fed- 
eral Government building post offices in those small towns? 

In other words, I want to hear what these gentlemen have to say 
about that and also any member of the committee. Although I favor 
the general bill, I wouldn’t want us to get off on a new policy, adopt 
a new policy, and say to a small town, “You haven’t got local capital. 
You are out. The law has been changed.” 

We want to keep that in mind. 

Senator Kucuen. We are delighted to have you here, Mr, Mansure, 
as Administrator of the General Services Administration. 

Senator Stennis has raised a question and if you would direct your 
first comments to his question, please, it would be appreciated. 

Senator Stennis. I did not mean to ask you to take that up first. 
It is just a question that comes to my mind. 


42903-——_54——__2 
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STATEMENT OF EDMUND F. MANSURE, ADMINISTRATOR, GENERAL 
SERVICES ADMINISTRATION; ACCOMPANIED BY MAXWELL H. 
ELLIOTT, GENERAL COUNSEL; W. E. REYNOLDS, COMMISSIONER 
OF PUBLIC BUILDINGS; AND HARRY HUNTER, DEPUTY COM- 
MISSIONER OF PUBLIC BUILDINGS, GENERAL SERVICES ADMIN- 
ISTRATION 


Mr. Mansvcre. I would like to say that Mr. Maxwell Elliott, our 
General Counsel, and Mr. Harry Hunter, our Deputy Commissioner 
of Public Buildings, will cover various phases of this subject. Mr. 
W. E. Reynolds, the Commissioner of Public Buildings, is making a 
speech right now and he will be here in the next 20 minutes. 

I would like Mr. Elliott to explain how we would deal with a situ- 
ation such as Senator Stennis has brought up, which we feel is very 
important. 

Mr. Exxrorr. In the first place, this legislation is not intended to 
provide an exclusive method of obtaining new post offices and other 
Federal buildings. It is just another and additional tool for the Gov- 
ernment to provide office buildings or post offices. Mr. Kieb could tell 
you more about the post office part of it. 

There still will be Federal law to permit the direct building of Fed- 
eral post offices or other buildings when the authorizations are pro- 
vided for them. 

There is a provision in the Post Office title that permits long-term 
leasing of Federal buildings. 

The third proposition is that we do not think that the financing of 
these buildings will necessarily be dependent upon any local capital 
because, you see, the lease-purchase will be backed by a firm obligation 
of the United States, which is pretty darned good security. One of 
the values we feel the legislation has is that it is going to attract insti- 
tutional capital which wants a safe return but a relatively low one. 
There is no reason why an insurance company would not be just as 
safe in financing a lease-purchase building in a little town as in a 
big town. 

Senator Stennis. Still the small town would not be precluded if it 
could not attract most of the outside capital. 

Mr. Exxiorr. No, sir. There are two methods, one by long-term 
lease and the other by direct building. 

Senator Kucuex. The staff has pointed out to me that section 102 
of this bill, H. R. 6342, on page 7 reads as follows: 

It is not the intention of the Congress that the program authorized by this 
title shall constitute a substitute for or a replacement of any program for the 
construction by the United States of such structures as may be required from 
time to time by the Federal Government. 

Senator Stennis. That is good. Thank you. 

Mr. Mansvre. I would like to bring out one further point that is not 
in direct answer to that question, but is very important insofar as the 
overall program is concerned, and that is that I am personally cogni- 
zant of the fact that there are two separate sections to this bill or act 
pertaining to General Services Administration and to the Post Office 
Department.. However, as far as the relationship between the two 
agencies is concerned, there is not really a division of operations be- 
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cause we feel, in the General Services Administration, that what would 
apply to our operation and would be effective for us, would equally 
apply for the Post Office Tumavtments and so there really is no division 
as far as the practical phase of the operation is concerned. 

Do you have any question on that, Senator Kuchel, that you wanted 
to ask about the relationship between the two departments? 

Senator Kucuen. No, I think that we should have in the statements 
by yourself and others, Mr. Mansure, precisely what authority is given 
to the General Services Administration, the extent of the authority, 
and your reasons why the authority should be lodged in the General 
Services Administration. 

Mr. Mansure. I would like first to make an overall statement. 
Then I would like Mr. Elliott to express the views of the General 
Services Administration on the aspects of the legislation which you 
mentioned, and the Post Office representatives will explain their posi- 
tion and authority. 

First of all, we are so vitally interested in this legislation, I might 
say, because we see through this a very effective means of obtaining 
a sizable savings in the operation of Government-leased space. 

For example, in some cities where we have a comparatively small 
operation from an overall standpoint, we are paying as high as from 
half a million dollars to $800,000 in rent. We feel that at the end of 
the 5 years which our leases run, outside of the District of Columbia, 
that the Government is in the same position as an individual. Al! 
we have to show is the receipts for this money paid out. 

But on top of that, in many cases the Government has to spend sub- 
stantial amounts of money on remodeling of buildings in order to 
inade them usable for Government purposes. Therefore, if we do not 
renew the lease at the end of our 5-year term, we have that capital 
investment in the building. If we do renew them, we are going along 
again with another period of rent. 

As this seems to me, it is just the same, to simplify the whole pro- 
gram, as a married couple buying a home. They make an investment 
in a piece of property. They “decide they would rather have the 
ownership in it rather than paying rent. What the Government is 
actually doing is, that by the payment of rent, in time, it takes title to 
that partic ular piece of property and, therefore, if we put ¢ capital 
improvements into the property we are not making them for a private 
ownership but we are making them for the benefit “of the Government. 

I am going to anticipate a question immediately, because I think it 
is of great importance. It has already been asked of me, Is this going 
to be a tremendous building program that you are starting out on? 
The answer isa definite “No.” We have no plans, no definite plans now 
for the number of buildings that would even be considered, but that 
would be very, very small, because first of all we would take into con- 
sideration the cost of construction during any period of construction, 
or the condition of the real estate market at the time, if the building 
already exists. 

Secondly, we would only consider the purchase or the erection of a 
building where there is not something at present available to take 
care of the needs of the Government. “W hy? Because our program 
is to reduce the amount of rented space rather than to expand it. And 
we are now trying to move all Government activities insofar as prac- 
tical or possible into existing Government-owned properties. 
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Of course, you know this year we have an objective of a 17 percent 
reduction in leased space. So, when we are reducing leased space, we 
are not planning for a big expansion or building program under this 
lease-purchase authority. 

I know that many of the senators are quite concerned about that. 

Senator Kucner. Would it be fair to say that the scope of the ex- 
pansion would, under the terms of the bill, rest in the discretion of the 
General Services Administration ? 

Mr. Mansure. Only to the degree that we would do the planning 
and make the proposals. But the discretion would rest with the com- 
mittees of Congress. Would you explain how it is handled by both 
the Speaker and the President of the Senate, Mr. Elliott? 

Mr. Exxiorr. Yes, sir. As to this first subject, the Administrator 
has to make a determination that the space is needed for the permanent 
activities of the Government. 

Secondly, under section 101 (e), which appears on page 4 of the 
bill, there is a provision prohibiting the execution of any purchase 
contract agreement calling for the expenditure of more than $50,000 
in any year unless it shall first have been submitted 30 days in ad- 
vance to the President of the Senate and to the Speaker of the House 
of Representatives for appropriate reference to the committees. 

The reason it says “appropriate reference to committees,” is because 
there might be several committees interested, depending upon the 
prospective use of the particular property. 

For instance, let us suppose we had a lease-purchase building that 
was going to house, wholly or largely, parts of the Department of 
Defense. Quite likely, and I am guessing now, the Speaker and the 
President would want to refer it both to this committee and to the 
Armed Services Committee. 

Senator Kucner. What would be the duty or responsibility of the 
committees to which the notices had been referred 2 

Mr. Exxiorr. I would say this, and I am basing my answer on the 
present practice under a section of our act which says that in ne- 
gotiated sales of real estate, we must make submissions to commit- 
tees. The present practice in those circumstances is this, we make the 
submission 30 days in advance. The committee staff and the com- 
mittee chairman consider it. They also always refer it to the Senators 
from the State or the Congressmen from the district in which they 
proposed transaction is to take place. If they have any objections to 
it, or wish to modify any provision of the proposed transactions they 
notify us before the 30 days are up and ask us either to hold it up 
or say they think it is bad and we should not do it. If we haven’t heard 
from them within 30 days, we proceed. 

Senator Kucuen. On this one point you raised, if the appropriate 
committee of the Senate, let us assume, objected to plan X and so 
advised you, what then would be your rights and responsibilities 
under the law ? 

Mr. Exxiorr. Well, the Administrator would have the technical, 
legal right to proceed to execute the contract notwithstanding, but I 
think you will agree that he would be a highly reckless administrator 
who would not last very long if he proceeded to execute such an 
agreement against the advice of the sponsoring committee. 

Senator Kucner. Again on that one point, would you have any 
objection to the committee considering in this bill a provision, that is 
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a prerequisite to the approval of such plans as were referred to it, 
the committtee would have voluntarily and affirmatively approved 
and, countrarywise, if it affirmatively disapproved the plan, the proj- 
ect no longer would be proceeded with. Do you have any objection to 
that? 

Mr. Exxiorr. Yes, I would. We took that question up last spring 
with the Department of Justice and I am advised and authorized to 
say that the Attorney General feels that that would be an unconsti- 
tutional takeover by the legislative branch of an executive function 
and he would recommend a veto of a bill which required an aflirma- 
tive approval. 

Senator Srennis. There are certainly a lot of unconstitutional 
acts being done around here all the time because on the real-estate pur- 
chases by all the armed services after the bill is authorized and the 
money is appropriated. It still has to come back, under the present 
law, to the Appropriations Committee project by project, and to the 
Armed Services Committee project by project. Unless those com- 
mittees approve the project, that stops it. That is the affirmative law 
written into the public-works bill. 

Senator Kucuexn. That is the wording of the present statute. 

Senator Stennis. Yes, and that has been the practice ever since I 
have been on the Armed Services Committee, to follow that course of 
action. 

Mr. Exxtorr. I believe the language in the military-construction 
bill is that the Department of Defense shall “come into agreement” 
with the committees, and that has been construed to mean, not as 
requiring an affirmative approval as a matter of law, but as requiring 
a submission to the committee for their consideration. 

Asa practical matter, you are absolutely right; if the committee 
says “No,” nobody goes ahead with it. 

Senator Kucusrx. On that point, if the language is “shall come 
into agreement with,” if there were a failure to come into agreement 
with, then what would the right of the Defense Establishment be? 

Mr. Ex.iorr. I would prefer that they answer that. question, but it 
is my understanding that their feeling is, and the Department of 
Justice feeling is, that it does not, as a matter of law, require abso- 
lute approval. 

Mr. Mansvre. I might answer that question from a practical oper- 
ating standpoint, because in the first place the General Services Ad- 
ministration is a service organization. We are un administrative 
organization. We have to live with the various committees of Con- 
gress because, after all, we, to a degree, are their representatives in 
these various operations in the executive branch of the Government. 

Now, for us not to follow the advice or the direction of any com- 
mittee of C ongress would be most ridiculous, I mean from an operat- 
ing st andpoint. 

But secondly, all these negotiations that we enter into are on the 
basis of moneys that are made available to us for the payment of rent. 
We are not obligating ourselves beyond what appropriations we have 
because any of these payments have to come out of our rent moneys, and 
we are paying for a building actually out of rent that we would be 
paying for the use of that space. So, there is a very definite limita- 
tion on our authority by virtue of the moneys that are appropriated 
to us to use in the payment of rent. 
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Senator Kucuen. On that point, Mr. Mansure, let me ask this ques- 
tion: I assume that a lease-purchase agreement by which the Federal 
Government would acquire title after a given number of years, the 
monthly payments by the Government would be somewhat larger 
than were they erely rent. In other words, the larger payments 
would be grounde nd on that part of the monthly payments which would 
re pre sent the capital investment of the buil ler’s interest on his invest- 
ment and so forth. 

a to that extent, would it be fair to say that when a contract 
would be entered into as a le: ase-pure hase agreement, that there would 
be a moral ob] ligation on the C ongress to cont! inually appropriate, 
continue appropr inting to meet the monthly payments which would be 
required to be made in future fiscal years? 

Mr. Mansvurer. I would say “Yes,” but there is a moral obligation 
now for the payment of rent when we enter into a 5-year lease. I 
would say * SY es.’ P 

Senator Kucner. Just exactly what types of authority are given? 

Turn to the second page of the bill, for example. 'T here, an author- 
ity for anyone entering into a purchase contract is given, and then later 
on in the bill authority is given for an exchange right by which prop- 
erty could be disposed of by an administrator and the moneys from 
that disposal thereafter used for the acquisition of other real property. 
Would you discuss just what types of authority are given to the Gen- 
eral Services Administration? It isn’t the moneys. Would you 
explain that, Mr. Elliott? 

Mr. Exuiorr. Yes, sir. It is authority and it is at the bottom of 
page 4 and the top of page 5 of the bill, to have an exchange, but that 
is an exchange in kind and we are not authorized to take the proceeds 
of a disposal and then use those proceeds, exc ept in the technical sense. 
If you will look at lines 6 eer 9 on page 5 in that proviso, that 
if we make an exchange and the property which we are acquiring 
is valued at more than the property which we are disposing of, we 
can take the value of the property being disposed of and credit that 
against the amount that we owe the owners of the new building and 
then we will pay the } valance out of our rent money as we go along. 

But there is no revolving fund or anything of that kind that would 
permit us to take the disposal money and go out and make new deals 
without reference to the Appropri: itions Committee. 

Senator Kucner. Your basic authority would be to enter into pur- 
chase contracts not less than 10 nor more than 25 years which would 
provide that title should rest in the United States at the termination 
of the contract. 

Mr. Exxiorr. Yes, sir. 

Senator Kucue,. Would you give an example of how that would 
actually work out, any basic authority ? 

Mr. Mansvre. Mr. Reynolds is now here, and perhaps he can ex- 
plain that. 

Mr. Rrynowps. Yes, sir. Was your question directed to the prob- 
lem of exchange of properties? 

Senator Kucnex. No, sir. First, just an example as to what you 
would do in a given instance under the terms of section 411 (a). 
In other words, you want to enter into a Jease-purchase contract. 
What would be the facts that would indicate to you you should enter 
into such a contract ? 
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Mr. Reynoxps. I think the basic reasons would flow from inability 
to get space of the type and character that you are looking for. The 
concept of this plan arose some 3 or 4 years ago when we were attempt- 
ing to get someone to build space for us and inasmuch as there is 

1 limitation on the period of rental and an entrepreneur would be 
anda to protect his investment, the rents were very high and they 
actually refused to construct for us. Fortunately, in the last 2 years 
we have been able to have about 2 million square feet of warehouse 
space built subject only to 5-year rentals, 

There is an example of where we would have applied this law if 
we had had it because it would have resulted in an annual cost of 
about 20 to 25 cents a square foot to the Government, which would 
have run about $400,000 or $500,000 a year. 

Now, there is another special type of structure, and authority is 
sought in title I here to enter into those purchase contracts for large- 
type buildings and post offices, that have a special purpose only, and 
again you cannot rent space. 

It is clear in the hearings and in the legislation that this bill 
not to take the place of any public works bill. 

We do not believe that it should do that, although there is some 
feeling that it will do a public works job in a measure, in case there 

was a demand that action be taken rather quickly in certain areas. 

But it is more for the special-type structures and the type of build- 
ing that we are unable to rent due to location or design. 

Senator Kucuen. Going back to your warehouse example where 
the Government, you say, might have saved money, take a specific 
warehouse in the city which you have been renting. Now, under 
this bill, it is your statement that the Government might have en- 
tered into a lease-purchase contract and purchased that building 
by making payments over a given number of years. 

Mr. ReyNorps. That is right. 

Senator Kucuext. What is the basis for the saving? Can you indi- 
cate why ? 

Mr. ReyNoxps. Yes, sir. We will say that you are an entrepreneur. 
You offer your building, a building for the Government, under a 5- 
vear lease. The design of the building is such, and its location is such, 
that there is a question whether, at the end of the 5-year period, in 
the event of cancellation by the Government, whether you have a use 
for the property. Therefore, it is incumbent upon you to reduce the 

capital investment as much as you can. The difficulty you run into 
the ‘n is that the income tax begins to eat into the picture also. So, 
you are required, for your own safety, to get the maximum usually 
permitted under law, which is the 15 percent established by the Econ- 
omy Act. Under this legislation, that 15 percent would drop down 
to approximately 9 percent. 

Now, more recently, we entered into a 5-year lease for an office build- 
ing in the Northwest. It is a special-purpose building. There we got 

an exceptionally good deal of around 8 percent per annum. But an 
insurance company said that they would refinance that at one-fourth 
of 1 percent less and give title at the end of 20 years 

Senator Kucner. You were not in a position to ace ccept 2 

Mr. Reynouips. No, we were not. The exchange features on this bill 
are another important factor. I can give you two examples in your 
own State. One is the hotel at 100 McAllister Avenue in San Fran- 
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cisco, which was purchased by the Reconstruction Finance Corpora- 
tion prior to the war for the use of the Internal Revenue Bureau. It 
is a good location for a hotel, but business was not good in the hotel 
business in those days. It was purchased as an office building. It 
does not make a good office building. 

We have people who are willing to take that property off our hands 
and convert it back to a hotel and build an office building designed for 
our purpose, which would not only serve the community better but 
would serve us infinitely better from an administrative standpoint. 

They have the old mint down in San Francisco in the heart of the 
city. We operate it as an office building. It is a very poor office 
building, but still we cannot declare it surplus. Proposals have been 
made from people in San Francisco to take that in a similar transac- 
tion. 

We have other properties throughout the United States that are not 
very useful to the Government, but still, at the same time, there we 
can use them—but that would be very useful to somebody else. 

Mr. Mansure. The 15 percent that Mr. Reynolds referred to is 15 
percent of the value of the property. We are allowed to pay in rent 
up to 15 percent of the value of the property in any one year. 

There is another very important thing, from the operating stand- 
point, to be considered, and that is the dispersal of Government offices 
end agencies overall, particularly in a larger city, making it very 
difficult for citizens to do business with the Government. By legis- 
lation of this kind, we could bring those offices together into a func- 
tional type of building which would be a service building in the proper 
location for Government operations. 

As you knaw, in various parts of the country there are local pro- 
grams which are under way for having so-called municipal and civic 
and Federal centers. Under the present arrangement, we are at a 
great disadvantage in joining in any of those projects because of the 
special use type or other special type of building which we should have 
for Government use. If it is an office type of building, of course if 
the Government should go out at the end of 5 years’ time, there is the 
use for that building. When we speak of our warehouses, sometimes, 
as far as our store operation is concerned, the word is misused. They 
are not warehouses but are store depots and those buildings are for 
the special use of supplying various agencies of the Government with 
their common-use supplies. That is everything from a typewriter 
ribbon to a scrub bucket. 

You can readily see that we have to have a certain location for that 
building. We have to have a building of a particular type and there 
is a great risk on the part of anybody constructing that building and 
renting it to the Government if we do move out at the end of 5 years, 
or if there is some change and we do not continue, so that he has to get 
his return on his investment as nearly as possible while he has a firm 
lease. 

By this type of legislation, that would be eliminated because it 
would be based on purely an investment on the part of the Govern- 
ment over 10, 15, 20, or 25 years, whatever the arrangement would 
be. Of course, it has been brought out that there is no better financing 
than Government security. So, therefore, we would be financing by 
private capital at probably the best possible terms on which any type 
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of construction of this kind could be erected, without a specific public 
works appropriation from the Congress. 

Senator Kucnexr. Are there any questions, Senator Holland? 

Senator Hotianp. Not at this point. 

Senator Kucnev. Senator Gore? 

Genator Gore. Not at this point. 

Senator Kucuer. Would the General Services Administration ob- 
ject to the committee considering the language to which Senator 
Stennis referred relative to the notifications to the congressional 
committees and the agreement of the congressional committees ? 

Mr. Exxiorr. I would have to take that up with the Budget Bureau 
and the Department of Justice before I could answer that question. 
1 do know that they did specifically approve the language of the 
bill as it now stands and they did say that they could not approve the 
language of the bill requiring affirmative approval. 

Senator Gore and Senator Holland will remember that 2 years 
ago there was a bill for purchase of post offices which was vetoed by 
the President because it required an approval of the committees. 

As to what you might call this intermediate language which ap- 
pears in the military construction bill, I will be glad, if the com- 
mittee wishes, to take it up with the Attorney General and find the 
answer, but that is where the answer would have to come from. 

Senator Kucuent. Perhaps it would be wise if you could furnish 
the subcommittee with your facts on that. 

Senator Hotianp. I was not here when Senator Stennis made that 
suggestion. Did he suggest for this operation the same method that 
is now followed in the Armed Services Committee, notification of 
that committee and the approval by a subcommittee / 

Mr. Mansvure. That is correct. 

Mr. Exxiorr. There may be some question as to whether approval 
is actually required under that procedure. The language in the 
military bill says that the secretary of the appropriate military depart- 
ment shall come into agreement with the committee. As a practical 
matter, of course, under any language nobody is going ahead if the 
committee tells them not to. 

Senator Hotianp. I think you are making a difference where there 
is no distinction or a distinction where there is no difference because 
the wording of this armed services bill is that— 
the Secretary of the Army and the others shall come into agreement with the 
Committee on Armed Services of the Senate and of the House with respect to 
those real estate actions. 

Coming into agreement certainly indicates that prior approval must 
be given. 

Mr. Exriorr. There is some background for a contrary construc- 
tion, Senator Holland. At the time this bill, or a similar bill, was on 
the floor of the House 2 years ago, Congressman Hardy with, I believe, 
the approval of Congressman Vinson, who was then chairman of the 
House Armed Services Committee, on the floor stated that it was not 
intended to require an affirmative approval as a prerequisite, a legal 
prerequisite, but merely to have a discussion with the committee. I 
can get the reference to the debate on the floor and apply the precise 
language to the committee, if you wish. 


42903—54——_3 
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Senator Hotianp. I have quoted from the precise wording of the 
title on this point and the provision is that the administrative officers 
shall come into agreement with the Committee on Armed Services. 
Now. if an agreement between the two does not mean that each of them 
has not. by the time that agreement is reached, approved the actions 
to be taken, I wouldn’t know the meaning of the words. 

Mr. Exuiorr. All I can say is that is what a member of the Armed 
Services Committee said at the time on the floor of the House. 

Mr. Mansvre. Isn’t this really a question for the Department of 
Justice and the Budget Bureau rather than the General Services Ad- 
ministration. This is something beyond our jurisdiction. I believe 
that is what we were trying to bring out, not that we are opposed to 
it, but we cannot accept it. 

Senator Hottanv. | appreciate your difficulty but I don’t know that. 
Having had some part in this in the Armed Services Committee, it 
has been interpreted as requiring the representative of the Armed 
Services Committee, because in this transaction which I did know 
about, the General Services Administration would not move until 
approval was given. ; 

Mr. Extiorr. That was the practice and the practical side to which 
reference was made. I do not think there has been an opportunity 
to have a legal opinion because nobody would move anyway. 

Senator Hotianp. Except we do not have to have a legal opinion 
every time we build a little building or make a change in a building. 

Senator Gorr. The agency would not move, meaning that the agency 
would not consummate a contract about which the committee expressed 
disagreement. 

Unless there is a provision for notice, and adequate time for the 
committee to consider, the contract might very well be consummated 
before the committee becomes aware of it. 

Mr. Exxiorr. In the House bill before you now, on page 4, lines 11 
to 16, it requires 30 days’ advance notice on each transaction to be sub- 
mitted to the President of the Senate and to the Speaker of the House 
for reference to the appropriate committees. 

Senator Gore. But does not contain any provision requiring action 
by the committee before you act. 

Mr. Exxuiorr. That is correct. 

Senator Hotianp. It does not have any such condition as that that 
is included in the armed services property provision which I have 
already quoted into the record. 

Mr. Extiorr. That is correct. 

Senator Gore. You say you have had experience with the operation 
of this title 6. Are you aware of any difficulty that the Department 
of Defense has encountered in acquiring that which is in the public 
interest ? 

Senator Horianp. No. The dealings that I have had with them 
have had to do with the sale, in each instance, of properties that were 
declared to be surplus, that were part of the military base or an air- 
base at one time or had been acquired for one purpose and which had 
been declared surplus property or which there was a chance to sell for 
purposes that were good for the community, and General Services 
Administration, in those instances, has not been willing to move at all 
in matters that I have observed them on without having the matter 
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in any way submitted to the Armed Services Committee for approval 
by them. I have understood that that is a condition precedent, in 
their own opinion, to willingness to act. 

Senator Cuavez. Did not the Armed Services Committee recently, 
say 2 weeks ago, pass on the requirements under the authorization for 
the building of the Spanish bases under the agreement signed last 
summer, and the Air C orps and the Navy and the rest of them went 
to the Armed Services Committee to obtain clearance for the money 
they could expend this year or next year? 

Senator Hortanp. That may be true. I do not have that specific 
information. 

Senator Cuavez. What would be wrong with having language 
which is similar to that contained in the armed services setup ? 

Mr. Extiorr. We are not in a position to answer that question. 
It is something that would have to he referred to the Budget Bureau 
and to the Attorney General. I do know that the Attorney General 
has said that the language now appearing in the bill is agreeable to 
him, and language spec ific ally requiring ‘approval of the committee 
would not be agreeable to him. I don’t know about this language, but 
we will certainly try to find out and notify the committee. 

Senator Hotitanp. Would you mind answering specifically whether 
approval of the language similar to section 601 of the bill I have read 
is desirable? 

Mr. Extrorr. Yes, I understand that. 

Senator Cuavez. I believe that the opportunity for Congress to 
pass favorably on the proposed legislation would have a better chance 
if you did have language of similar nature. 

Mr. Mansvre. Of course it would actually be a sort of a protection 
to us. We would be a little more sure of our ground in making the 
decision if we had the approval. 

Mr. Extiorr. There was some discussion of that question in the 
House. Some of the gentlemen in the House felt that requiring their 
affirmative approval tied their hands on subsequent investigations 
and chastisement of the executive branch for poor transactions. 

Senator Cuavez. That is the use of chastising them after the thing 
is done? 

Senator Hotianp. This committee isn’t worrying with the ques- 
tion of chastisement. We are trying to work out a working basis 
under which we will be justified in delegating authority that has 
not been delegated before in such broad fields. On the basis where 
the legislative arm of the Government will st'"l be advised, the legis- 
lative part, in making the decision though it would be made in a 
specific instance in a much less official and detailed and lengthy 
way than would be required if legislation were passed. We do not 
want to lay a basis for a criticism but have it so well worked out 
that there will not be a ground for criticism. 

Senator Gore. I gather you are not unfavorably impressed with 
the proposal since you say it would give to you and your agency 
some safeguard. 

Mr. Mansvre. I do not know the views of the Department of 
Justice and the Bureau of the Budget on this proposal. I would 
not want to express an opinion or attempt to state their position. 
It would give us a protection, and also the same thing, 2 heads are 
better than 1. 
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Senator Hotianp. This agency does handle the specific provisions 
of the armed services disposal machinery and has been following 
the path of submitting any proposed sales of surplus property coming 
out of the defense field by submitting the proposed sale to the Armed 
Services Committee and then working out an agreement with them. 

Has there been any handicap upon reasonable action by your 
agency ¢ 

Mr. Exuiorr. No, sir. I might say that under either language I 
would not contemplate that the actual practice would be any different. 

Senator Hotzanp. Then you haven't found any handicap or any 
difficulty arising under the operation of this provision in the field of 
disposal of the property that is surplus to the armed services that 
would make you reluctant to a similar proposal placed in this bill? 

Mr. Exsiorr. No; not so far as any operational handicap is 
concerned. 

Mr. Mansvure. I would like to say one more word; although this bill 
is divided into two parts between the General Services Administra- 
tion and the Post Office, the two agencies are in complete accord with 
each other, that is from the standpoint of the actual operation and 
the functioning of this legislation, and I bring that up because our 
problems are mutual and I wanted you to understand that there is 
no disagreement between the Post Office and the General Services 
Administration on this legislation. 

Thank you very much for the opportunity to be here and to be 
heard, 

Senator Kucue,. Thank you very much, Mr. Mansure, and the 
other gentlemen who accompanied you. 

We will now hear from Mr. Kieb, the Assistant Postmaster General. 


STATEMENT OF HON. ORMONDE A. KIEB, ASSISTANT POSTMASTER 
GENERAL, ACCOMPANIED BY ROLLIN BARNARD, DIRECTOR, 
REAL ESTATE DIVISION; BEN GUILL, ADMINISTRATIVE AID; 
AND IRVING THOMAS, ADMINISTRATIVE AID 


Mr. Kies. I would like to introduce some gentlemen from the Post 
Office team to you today. This is the director of our Real Estate 
Division, Mr. Rollin Barnard. 

The next gentleman is my administrative aid, Mr. Irving Thomas, 
from the State of Washington. 

We are pleased this morning to have one of the Postmaster Gen- 
eral’s administrative aids to be with us, Mr. Ben Guill, from Texas. 

Senator Kucner. In the interest of time, could you, Mr. Kieb, or 
one of the representatives of the Post Office Department indicate if 
there is any different type of authority given to the Post Office under 
title II than is given to the General Services Administration under 
title I? 

Mr. Kren. Yes, sir; there are some differences. Title IT is divided 
into two parts and the first section of title II is devoted to lease-pur- 
chase legislation, which is one tool, and the second part of title IT is 
an extension of our present leasing authorization which is designed 
to sharpen our tools in the job ahead of us. 

Senator Kucuer. In the first part, are there any differences in 
that? } 

Mr. Kies. Yes, sir. 
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Senator Kucne,. Would you point that out as you make your 
statement ¢ 

Mr. Kres. Yes, sir. I have a very short statement, merely to sum- 
marize our appearance before. 

I was privileged to appear before your committee on July 24, 1953, 
and speak to the provisions of S. 2041 and the related legislation, 
H. R. 6342. There was placed in the record, on that date, a rather 
lengthy statement we had prepared, analyzing the proposed legisla- 
tion, S. 2041. On that occasion, I stated that the Post Office Depart- 
ment favored the bill, subject to a proposed amendment, and I wish to 
reaffirm today our hopes and desires that your committee will find it 
proper to take affirmative action on this lease legislation. 

The suggested amendments to S. 2041 are found in title II of H. R. 
6342, which you now have in your committee. With your permission, 
I should like, today, to again discuss with you these proposed amend- 
ments which related primarily to the Post Office Department. They 
would provide us with much-needed additional leasing tools and tech- 
niques. Lease-purchase, the first half of title II, H. R. 6342, is one 
such tool. Long-term leases, with renewal options, the second half 
of title IT, H. R. 6342, is another imperatively needed tool. 

Under the terms of the language of this title in this bill, we can pro- 
vide our needed space requirements for growth and expansion as well 
as modernization for post offices, postal stations, rail and truck termi- 
nals, parcel post annexes, garages, airmail stations, et cetera. The 
provisions of title II permit us to take advantage of the open compet- 
itive market in the field of private building construction, control the 
location which we determine is most suitable for our needs and through 
space required to the best interests of Government and the taxpayers. 

There is no conflict or inconsistency between the provisions of title 
T and title II of the legislation. To the contrary, they present the com- 
plete authority necessary for a well-rounded procurement program. 
Title I will provide the Administrator of General Services with mod- 
ern tools, and title II will provide the Postmaster General with 
modern tools. Both titles will eliminate duplication and conflict in 
operation and will provide flexibility for cooperation between the two 
Departments. 

We have tried to provide—because we feel them proper and desir- 
able—checks, balances, limitations, and controls so that Congress 
would know what deals we make under this authority and the General 
Accounting Office, an arm of Congress, can easily audit our operations. 

In respect to the question asked by Senator Stennis regarding the 
effect of this legislation on the small towns, we feel it will help our 
legislation in small towns and help this small town. This is no substi- 
tute for a Federal public-building program and it will help us to pro- 
vide modern facilities in those towns. There is adequate mortgage 
financing on a national basis available to support local enterprises in 
the building of those buildings and make these leases. We feel this 
will take advantage of the lowest interest rate of investment money 
available to us. 

I have not prepared an exact relation of the Post Office Department 
lease-purchase requirement as against the General Services Adminis- 
tration requirement. The history of this legislation is briefly this: 
There had been a bill in the House Post Office Committee relating to 
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the Post Office Department and there had been a bill in the House 
relating to the General Services Administration, similar legislation, 
and they were worked together and combined so that the Congress 
could handle the whole problem of these two agencies at one time, and 
they were put together and separated in the bill because our problems 
are quite different from the General Services problems. 

We are handling some 2,000 negotiations at a time in the post office. 
We have some 40,000 post offices to take care of, plus the need for some 
6,500 other properties. Some of them are special purpose although 
we are trying to work out standard layouts and standard buildings to 
eliminate the special purpose buildings as far as possible and get 
diverse use which again will help us in our rent structure. 

Senator Kucuev. Generally speaking, Mr. Kieb, in sections 201 and 
202 (a), which appear on page 8 of this bill, the Postmaster General 
would have authority to enter into a lease-purchase agreement to 
run not less than 10 nor more than 25 years. 

Mr. Kies. Yes, you are right. 

Senator Kucuet. With title passing at the expiration of the con- 
tract ¢ 

Mr. Kies. That is correct. 

Senator Kucuer. Do you have in subsequent sections the authority 
for the exchange which the General Services Administration will 
have? 

Mr. Kirs. No, because the Post Office Department holds title to 
only one piece of property. Ours is a leasing matter. We operate 
3,300 Government-owned buildings and the title is vested with the 
General Services Administration. We plan to cooperate with the 
General Services Administration wherever that type of real-estate 
tool can be helpful to us. 

Senator Kucuen. It would give you authority to dispose of post 
office A and use the proceeds as a base for purchasing a new post 
office ¢ 

Mr. Kren. Yes. The committee knows there are approximately 
some 300 sites around the country that the Government owns, and are 
now municipally tax exempt, that were purchased under an old pro- 
gram for postal use. We are surveying those and where those prop- 
erties can be used is perhaps the one place that we would be most likely 
to use a lease-purchase tool by taking that property and entering into 
a long-term lease with a proponent and then going into a lease-pur- 
chase provision or a building that would be des’ gned for our purposes 
so that at the end of the period, the building which is leased on land 
which is owned by the Government would all revert to the Govern- 
ment. ‘That probably is the greatest single place that I can think of 
where we could use the lease-purchase tool most effectively. 

Where we are surveying the sites and we find that they no longer 
fit our pattern of operation and are no longer in the right location for 
us, we are declaring them surplus so that the General Services Admin- 
istration can dispose of them. Where those sites are suitable for 
exchange for a building of the type of property which we can use by 
working with and cooperating with the General Services Administra- 
tion, we would work under their authority. 

Senator Kucuex. Is there any restriction on the authority of the 
Postmaster General in the bill with respect to lease-purchase agree- 
ments / 
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Mr. Kies. Authority basically by checks and balances and controls. 
In the first place, this authority runs for a 10-year period after the 
date of the enactment and it is limited to that. 

Secondly, we may make no acquisition prior to the termination of 
the basic lease term. We feel very definitely that this lease term 
should be as long as we can get it for rather than short. The longer 
the term, the lower the rent, and wrapped up in the rent, of course, 
would be an amortization factor which, over 20 years, would be very 
little more, if any more, than a depreciation item which most owners 
charge. So we believe we can negotiate as far as necessary on very 
little, if any, additional rent if carried over a long enough period 
of time. 

The short-term lease, of course, if we use lease purchase, would 
have to be the lease at higher rents. 

This bill also provides that all of the details and transactions, nego- 
tiations that are handled under this legislation, must be specifically 
reported by the Postmaster General in his annual report. 

We know and welcome the audit of the General Accounting Office. 
We feel that is entirely proper and would seek to keep these details 
separately handled so that they might readily audit and have complete 
information with respect to it. This is also subject to an annual re- 
view from the Appropriations Committee because we have no special 
appropriation to do this job. 

Senator Kucuen. What actually would be the rights of the private 
individual who enters into a lease-purchase contract with you and the 
Appropriations Committee turned down a request for a continuing 
appropriation? What are the legal remedies of the private individual 
who would be dealing with you! 

Mr. Kies. You are an attorney and I am a real-estate man and I 
don’t know enough about law to give you a good answer. It has been 
my concern, and I have rec ently asked our  solicitor’s department to 
tell me what the circumstances would be because the more people and 
bidders and proponents you can get in this deal, the better off we are 
going to be. 

Finally, I don’t know what it would be but I know that the Post 
Office Department have been entering into commitments in one fiscal 
year that actually don’t begin to be bid until the next fiscal year or the 
one after that because while a building is being constructed, we must 
go through a long process of laying out the land and tying the land 
in to fit our needs and then putting it out to bid, which takes 3 or 4 
months, and then it takes 10 to 14 to 16 months to build, and sometimes 
it takes 14 to 16 months before you take possession, and it isn’t until 
that time that the obligation goes under the Appropriation Committee 
purview. 

We are setting up, because we want this protection, we are setting 
up long-range programing and charting so that when we go before 
the Appropri: itions Committee in one year, we will be able to show 
them what our programing is and will be able to support our request 
forthe program. That has not been done very thoroughly in the past. 
Maybe we are presenting a new viewpoint here and bringing in a 
new viewpoint, but we are most interested and concerned with it. 

Senator Kucuen. You have no language here with respect to report- 
ing to the Houses of Congress. 
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Mr. Kier. No; our report calls for each transaction to be spelled 
out in the Postmaster General’s annual report to the President, which, 
of course, comes to every Member of both Houses. 

The fourth control is that we have no special appropriation for 
that job. It is all in our rent appropriation. 

Senator Kucnen. Are there any questions, gentlemen, or would you 
rather have Mr. Kieb discuss title I] on long-term leasing? Is that 
the substance of it? 

Mr. Kreps. It is the latter half. Section 203 of the bill deals some- 
what with that. 

Senator Kucuenr. Where does that start? 

Mr. Kres. It starts at page 10. Briefly, what that does is this: 
these are a series of tools which we have devised to eliminate the 
optional speculation which we are currently required to go into in 
our leasing program where we pick out our location and after that, 
we have bids on erecting a building of 10,000 or 50,000 or 60,000 square 
feet. If it is a big organization, quite often there is a leak and the 
proponents in this type of transaction are aggressive ps and they 
seek to get the information as quickly as they can. Usually there is 
one site in that circle of potential sites which is of the right size and 
so forth that we need. Quite often one man will get an option on that 
site and scurry around and get leases on other sites. Before the im- 
pact has hit the market, we have a full-fledged option bidding specu- 
lation going on. 

We feel that if we could purchase this property, the way many of 
the major industries do where they are seeking location for chain 
stores or warehouses or whatever it is, the market is surveyed and 
the type of investigation is made, the right site and the location of 
the right size and shape is found. We want the privilege. We are 
asking here for the right to go in there and control that property 
through option. 

Senator Kucuen. How does it now differ? 

Mr. Kres. We now have to advertise for the whole thing at once. 
But if we can control the right site and offer that for resale to a pro- 
ponent after having designed a building to fit our needs on it, with 
the right type of facilities, he builds the building and then leases it 
back to us and we take the best bid under those circumstances, and we 
are sure we are going to get better facilities and will cut down the 
process of weeding out the different sized buildings and some that do 
not fit our needs. 

We think we can eliminate the option speculation and we think we 
can bring the full force of public bidding to the point where we get 
the lowest possible rental by having all bidders bid on the like project 
instead of having them bid on different kinds of property and differ- 
ent priced property. 

That is essentially what we are asking for in the second half of this 
section. We want to make our lease periods longer in order to attract 
to the Government’s problem the long-term investment rather than 
the speculative operational money that is available in the market. We 
feel that we can make leases that run 20 to 25 years in a base period 
with five or six 5-year renewals after that. We can break those rents 
down to the absolute minimum and have a flexibility. 
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If we have outlived the facility, we can get away from it. We are 
not stuck with it. There are many advantages to that type of opera- 
tion. 

We have also asked for the privilege of being able to base our basic 
rent on an average of real-estate tax for perhaps the first 3 years. We 
want to be able to adjust our rent according to the local taxes on that 
property. The reason for that is very easy to explain, When a pro- 
ponent makes a bid to us to construct a building and lease it to us for 
a 20-year period, he takes care of the maintenance and real-estate 
taxes. After he has built up a return on his investment and taken 
care of maintenance, he must now face up into what those real estate 
taxes will be as a charge against him over the entire period of the lease. 
He has no choice except to charge us the highest tax that he can antici- 
pate he will pay the municipality. That high tax may not be reached 
until the 15th or 16th year. 

Therefore, we are paying over the first 15 or 16 years of that lease 
a very heavy item as part of the money to that proponent for tax 
purposes w hich he has to charge us. 

We are proposing here that we would ask bidders to prepare their 
rentals competitively on the average of the first 3-year real estate 
taxes and then we would be able to pay as additional rent or as a 
credit against the fluctuations in that municipal tax program. We 
think we can save a great deal of money out of the rental operation 
with that kind of a tool. 

Senator Cuavez. What happens in an instance such as you have out- 
lined if a building is constructed on property that the Post Office 
Department now owns? Do you charge real-estate tax on the building 
itself ? 

Mr. Kies. In the first place, the Post Office Department does not 
own any property. 

Senator CuAvez. But suppose they do? 

Mr. Kies. If it was on one of those General Services Administra- 
tion sites that I mentioned, it would be our suggestion that we would 
lease that site which is municipally tax free to the proponent at the 
lowest possible return of perhaps $1 a year and then we would lease 
the building with a lease-purchase type of payment. The taxes would 
only be applicable on the structure of the building. 

Senator Cuavez. On the building itself? 

Mr. Kies. That is right. That 1s my opinion and I believe that 
would hold, Senator. 

Senator Kucurr. Could you indicate what the balance of the pro- 
visions of the bill refer to? I take it you have covered section 203. 
You have several sections there, some of which refer to other statutes. 

Mr. Kier. Section 205 permits us to use our annual rental with 
at h to pay for an option on a property or to purchase it for resale 

to a proponent when he builds a building on it and leases the whole 
structure back to us. 

Senator Gore. You would really need to employ some very talented 
real-estate agents for this operation. 

Mr. Kier. Lam v ery happy to tell you I think we have some. 

Senator Gore. Not enough. 

Mr. Kies. We have 15 regional realty officers who have been drawn 
from the real-estate field to supervise this matter which, incidentally, 
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have been set up to match the Hoover Commission recommendations, 
so we do have capable men to supervise this. 

Although we are handling 2,000 negotiations at a time, these tools 
would be useful only on major projects. They would not be effective 
on the run-of-the-mill leases like stores. They would be restricted to 
the buildings which we use only for ourselves. 

Section 206 further explains section 205. 

Section 207 requires the Department to get an opinion of the At- 
torney General as to the validity of the title to any lands so acquired, 
and of course we would insist upon documentation of our files, of our 
sites as to valuation. 

There is a limitation as to time, and the attorneys have tried to 
spell it out in full as to the legislation that would be in conflict. 

Senator Kucnen. Title would rest upon the request and opinion 
rather than waiting for the receipt of the opinion; is that correct? 

Mr. Kies. That is in the nature of a title search to be certain that 
we are not buying something with a cloud on the title. 

Senator Cuavez. Of course, you would do that as a real-estate man. 
You would examine that title before any action was taken for the 
purchase. 

Mr. Kies. Definitely. We can enter into a lease-purchase agree- 
ment without a search of the title. However, we cannot go into the 
final purchase phase without having done it. 

Senator Kucue.. Are there any questions, gentlemen ? 

Senator Hotxianp. I have a few, Mr. Chairman. 

On these sites that were acquired on the site acquisition program, 
approved by the Congress several years ago, sites for the construction 
of the property, how many are there? 

Mr. Kies. I understand there are approximately 300 such sites in 
the Government legislation purchased for post-office buildings. 

Senator Hotzianp. This bill would permit you to sell each or any 
of those sites to a person who was prepared to enter into a satisfactory 
contract to erect a building and to lease it back to you on the lease- 
purchase basis; is that correct? 

Mr. Kies. No, sir; we now have that authority. It is vested in the 
General Services Administration. We have authority to do that. 
This bill would permit us to go into lease-purchase contracts on the 
buildings erected on those properties. 

Senator HoLianp. In other words, this bill would apply not just 
to the three-hundred-odd sites but to all of the sites on which the post 
offices now stand in which the title is held by the Government ? 

Mr. Kies. That is right, provided we are the sole user of that 
property. 

Senator Hotitanp. How many such sites are there? 

Mr. Kies. I believe there are approximately 300. 

Senator Hoitianp. No, no; how many are in the latter group, of 
post offices which belong to the Government now ? 

Mr. Kren. We operate just over 3,300 Government-owned prop- 
erties now. 

Senator Hoxtianp. This provision that you ask for in this bill 
would allow you, in each of those 3,300, to operate by a sale or a lease- 
purchase program for the construction of a new building. 

Mr. Kies. No, sir; I do not believe so. It is not the intent that 
we would want that authority. 
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Senator Horianp. Let us look at subsection (b), which is on page 9 
of the bill, which authorizes the Postmaster General to exercise the 
powers granted in this section with respect to existing properties, 
including those for which conversions, additions, extensions, or re- 
modeling may be required, and properties upon which construction is 
to be subsequently effected in pursuance of the terms of applicable 
lease-purchase agreements. 

Doesn’t that apply ? 

Mr. Kies. That section was designed to meet this problem. I am 
going to ask the attorneys to tell me how much further it goes, because 
I don’t know. We have a number of buildings around the country 
among these 3,300 where their space is very inefficient and not par- 
ticularly good for our needs. We do a material handling job as 
against an office building type use. 

There are many platforms around the country to which we cannot 
get modern trucks, we can’t get those trucks to the platforms because 
they are not of the right height i in many instances. There are many 

canopies that have gaps. There are many where we do not have 
enough room to do our expanded mail- handling operations. 

There are m: uny of them in which we need to put conveyors and 
chutes for our operations. We have no authority at the present time 
to go into any of those operations, nor the money. 

This section was designed so that we might enter into long-term 
lease-purchase of extra buildings, additions that might be ms ide and 
to be built on such properties. 

Senator Hotianp. It seems to me that subsection (b) on page 9 
does give the authority to the Postmaster General in a very full way 
with reference to all existing properties now used as post ‘offices and 
belonging to the Gov ernment, and it seems to me that subsection (c), 
which follows, spells that out with considerable definiteness and it 
seems to me that if you turn to page 11, you will find more spelling 
out of that. Actually, it starts with section 203 on page 10 and then 
goes ahead to say that for the purposes of paragraph 1 of that section, 
which is actually paragraph 1 of section 203, that the Postmaster 
General is authorized, and I am now referring to page 11: 

(A) Acquire by purchase, condemnation, lease, donation, or otherwise, and on 
such terms as he shall deem appropriate to the best interest of the United States, 
real property and interests therein, for use for postal purposes; and 

(B) Dispose of real property, and interests therein acquired for use or used 
for postal purposes by sale, lease, or otherwise, on such terms as he shall deem 
appropriate to the best interests of the United States. 

It looks to me like he is given authority to do everything but sell 
the post-office building here in the District of Columbia, to sell it, to 
lease it, to enter into contracts for repurchase, to enter into contracts 
for construction and leasing, making of contracts for repurchases of 
buildings of most any type that he prescribes. There is no limitation 
of amount. I don’t find any limitation. 

Mr. Kies. There is a limitation. 

Senator Hotxianp. I could not find it. 

Mr. Kres. There is a limitation in the bill which confines this 
operation to buildings solely for postal purposes, in the 3,300 Gov- 
ernment-owned buildings in which we operate 95 percent to 98 per- 
cent: of them, they are occupied by chesiies anches of the Government 
such as the customs office and the offices which we are required to 
supply space for. 
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Senator Hotzanp. I would want you to reexamine that statement 
because my observation has been that the large percentage of the 
Government-owned post offices are not joint-use buildings but are 
single-use buildings, particularly in the small towns. The post office 
is used solely by the Post Office Department. 

Mr. Kies. Respectfully, sir, I would be pleased to submit to you 
a list, and I may have gone a little high on that 95 percent. Are 
you thinking of leased buildings ? 

Senator Hoxttanp. I am thinking about the buildings which the 
Post Office Department has built in the past and which now belong 
to the Government and are used for post offices. They are generally 
single-use buildings, used only by the Post Office Department. 

Mr. Kies. But in most instances, unless my information has been 
unsound and we would be pleased to submit a list of such things 
because we handle the assignment of space in them. 

(The information requested is as follows:) 

Post OFFICE DEPARTMENT, 
ASSISTANT POSTMASTER GENERAL, 
BUREAU OF FACILITIES, 
Washington, D. C., February 9, 1954. 
Hon. Epwarp MARTIN, 


Chairman, Senate Public Works Committee, 
Washington, D. C. 

DEAR SENATOR MartTIN: Upon the occasion of the public hearings on H. R. 
6342 held by your Publie Buildings Subcommittee on January 21, 1954, it was re- 
quested that I submit for the record a numerical breakdown of the Government- 
owned-post office buildings by occupancy. Herewith is the requested information. 

There are 3,173 Government-owned post office buildings under the administra- 
tion of the Post Office Department for maintenance and operation, which are 
divided as follows with respect to occupancy : 

Number of buildings occupied exclusively for post office purposes, 1,422. 
Number of buildings occupied by the post office and other Federal agen- 
cies, 1,751. 

There are also 93 Government-owned post office buildings occupied by the 
Post Office Department but in which other Federal agencies have predominant 
occupancy, which are under the administration of the Public Buildings Service, 
General Services Administration, for maintenance and operation. 

If I may be of any further service to you in this or any other matter, please 
do not hesitate to call upon me. 

Cordially yours, 
ORMONDE A. KIEs, 
Assistant Postmaster General. 


Senator Hotitanp. We would like to have that information, but my 
observation is that the joint-use buildings are generally in the large 
cities or ports or things of that kind, or they are places where the 
Federal courts are also lodged, but that the single-use buildings greatly 
outnumbered the joint-use buildings and they are found in the small 
towns, in the county seats throughout the Nation, and I think you will 
find that by all means the greater number of them are single-use 
structures. 

Do I understand that so far as the value of any single construction 
is concerned, there is no limiation imposed by this bill ? 

Mr. Kies. That is correct, except the appropriations that we have. 

Senator Horttanp. But suppose that on a piece of property now 
belonging to the Government and used for post-office purposes, you 
could negotiate an arrangement with a private agency to take title 
to build an imposing structure and have it leased back to you on a 
lease-purchase arrangement extending as long as 25 years. The only 
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limit that you are forced to recognize is the amount of your lease 
appropri: ution, your rent appropriation ? 

Mr. Kres. It could not, in the first place, because the title is not 
vested in those buildings in the Postmaster General. 

Senator Hotitanp, This says, in section 203 (a), on page 10 at 
line 15: 

Notwithstanding any other provision of law, the Postmaster General is author- 
ized to— 
do these things. Maybe the rather short analysis which I have been 
able to make of it leads me to an inaccurate conclusion. It looks to me 
as if this turns over the post-office realty, the right to convey it and 
the right to enter into contracts concerning it in rather a general 
way to the Postmaster General, and from that time forth the Congress 
has very little to do with it, provided the ingenuity of the Postmaster 
General and his able real-estate assistants is such that you can find 
private capital to build imposing structures which you can afford to 
rent under this 25-year lease-purchase arrangement. 

Mr. Kies. The Public Works Committee of the House very care- 
fully and very thoroughly raised the question which you have raised 
and the bill that has been written is the result of he ving those ques- 
tions examined carefully in the House. 

Senator Hotianp. If you satisfied them, now you have another 
task, and that is to satisfy the Public Works Committee of the Senate, 
and so far you have not been able to satisfy this single member, and I 
am rather alarmed by several provisions in here; first, a provision that 
seems to call off all preexisting conditions of law when we get to 
dealing with post-office property, and turn over to the Postmaster 
General the right to deed it, the right to encumber it ,the right to nego- 
tiate a lease-purchase arrangement for building structures without 
any limitation on the value of that structure. About the the only 
limitation in there is the 25-year maximum time arrangement, and it 
gives him the right to sell and gives him the right to exchange. It 
gives him about every other right that I can think of without any 
limitation of amount’ of all, and without any requirement to report 
except that, with each annual report, you are to tell us what you have 
done and not what you propose to do. 

It looks to me like this is about the most sweeping piece of legisla- 
tion I have ever seen. I don’t remember in the New Deal times any 
such measure coming in here proposing to give to a public agency 
powers which are so sweeping as this would appear to give. 

Mr. Kies. This act vests in the Postmaster General title only to 
that property which has been acquired for the purpose of this legisla- 
tion and does not vest title in properties which are now Government- 
owned and now in the General Services Administration. 

Senator Gore. I believe you said you were not a lawyer 

Mr. Kies. That is right, and I am making that statement on the 
basis of past discussions of the bill. 

Senator Kucuet. Is it your position that the sweeping powers 
which Senator Holland suggests you have are limited by the phrase 
“for postal interest” ¢ Other than that, would you not agree that he 
is correct in describing the powers which you would have under the 
bill? 

Mr. Kies. I cannot agree with the Senator because this legislation 
was designed only to permit the Postmaster General to take title only 
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to those properties which were purchased for the purpose of resale 
and after leases with lease-purchase agreements in them. It is defi- 
uitely limited to those properties, and I cannot agree with the Senator. 

I will agree with the Senator to the point that these authorizations 
asked for are probably wider than have been shown by the Post Office 
Department in prior years, and I can explain that to him because I 
have been dealing in this type of property for a number of years and 
this type of transaction, and I am anxious that the Government might 
be able to use the same tools that private industry can use. 

Senator Horan. I will ask the secretary to refer to section 205 on 
page 12, which appears, and I believe you stated it, that there was 
not any revolving fund set up. This looks like a superrevolving fund 
when it says: 

Amounts received by the Government from sales, leases, or other disposals of 
property acquired in the performance by the Postmaster General of the functions 
vested in him by this title shall be credited to the current applicable appropria- 
tion of the Post Office Department and shall be available for expenditure for the 
purposes of this title. 

Doesn’t that mean that if you have a post office property out here 
which you want to convert to a much more satisfactory building and 
to sell that property to a private agency, with the understanding that 
you, at the same time, get a lease-purchase arrangement under which 
they are to go in and construct a more adequate building and lease 
it back to you for 25 years, and with the understanding that you get 
the title back at the end of that time, that the money that you get from 
the sale now goes into your current appropriation, not to be reap- 
propriated by Congress, but for the purpose of use for paying for 
rents for post offices ¢ 

Mr. Kres. No, it does not mean that, Senator. 

Senator Hottanp. What does it mean? 

Mr. Kren. It means that money used from the current fiscal year 
appropriation to acquire control of site in which we need a building 
and a facility can, when sold to a proponent who will build that build- 
ing on it and lease it all back to us, be returned to that same fiscal 
year rent appropriation. 

Otherwise, it goes into general revenues and is not available to us 
for the purposes for which it is intended and does not go back to the 
account that we have used it for. It cannot go into the next fical year, 
and it retires. 

Senator Hottanp. Suppose we have a post office building in a little 
county seat town of 10,000 people, and the building is worth $125,- 
000 or thereabouts, and the building is not adequate to transact 
the business that that post office has because it has now grown and you 
decide that you want to sell that site and that building to an agency 
which will build there a structure that is much more adequate and 
lease it back to you on a lease-purchase arrangement so that 25 years 
from now you shall own it. Certainly you have the power to do that 
under this bill, don’t you? 

Mr. Kies, No. 

Senator Hottanp. Why not? 


Mr. Kies. Because we cannot sell that property. The title is not 


vested in the Postmaster General but in the General Services Adminis- 
tration. 
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Senator Hottanp. You said in section 203, at the very beginning: 


Notwithstanding any other provision of law, the Postmaster General is au- 
thorized to— 


Then on page 11, under paragraph 2 (B) : 


Dispose of real property, and interests therein, acquired for use or used for 
postal purposes, by sale, lease, or otherwise, on such terms as he shall deem 
appropriate to the best interests of the United States. 

Mr. Kies. Acquired by him for use. 

Senator Hotianp. It doesn’t say acquired by him. 

Mr. Kies. It does in the first section. 

Senator Hotzianp. I am not trying to be captious, but it seems to 
me that your powers are so broad and general that you could do the 
exact thing I have described and then, down there under section 205, 
put the money which you receive from the building into the current 
appropriation for post-office rentals. I cannot see any way that you 
would get to any other conclusion and the money, in other words, 
would be handled there in a regular post-office account without any 
further submission to Congress, ‘and that appears to me as one of the 
things you could do. 

Mr. Kren. I do not agree with you that this gives us the authority 
to do it. It will recognize the fact that you may know more about 
law than I do. It is not our intent to do that. We want to limit these 
powers to the lands for that purpose, and I would welcome such a re- 
striction if it is not already in here. 

Senator Hotianp. You will notice that this subsection 2, at the 
top of page 11, says: 

For the purpose of * * * (1) of this section, and without regard to the Fed- 
eral Property and Administrative Services Act of 1949 * * * as amended * * * 

(B) Dispose of real property, and interests therein, acquired for use or used 
for postal purposes by sale, lease, or otherwise, on such terms as he shall deem 
appropriate to the best interests of the United States. 

That doesn’t seem to be limited at all as to the purchases for postal 
purposes under this particular act but, instead, to property used and 
purchased for postal purposes. It seems to me that while it may be 
a very efficient way of handling the post-office business, it is certainly a 
departure from anything you ‘have ever asked for before. 

Mr. Kies. I think it probably i is. I will agree that it is a departure, 
but I will not agree that that limitation is not in there. 

Senator Homann. If you can point out where the limitation is in 
there, I will be glad to see it. 

Mr. Kies. Unfortunately, I do not have my Solicitor with me this 
morning. 

Senator Kucnet. Would you supply that ? 

Mr. Kies. I will provide a written report on that. 

(The information requested is as follows :) 

The Solicitor of the Post Office Department is of the opinion that the matter 
ean be adequately covered by an amendment as follows: On line 17, page 11, 
change the period to a colon and add the following: 

“Provided, That the Postmaster General shall not, for the purposes of this 
section, dispose of any Government-owned property, or interests therein, which 
has been acquired pursuant to law, prior to the enactment of this Act, on which 


there has been constructed a building to be used for postal purposes and which 
is presently being used for such purposes.” 
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Senator Stennis. What is the question up now / 

Senator Hotianp. The only limit of time is a 25-year period which 
may specifically apply not just to new buildings and new sites and to a 
great many new sites already standing and re: ady and others to be 
secured under existing legislation, but applies in such a way as to per- 
mit the sale of existing “property, post-office property, to a private 
agency to build a building on it and then to lease it under a lease- 
purchase arrangement. 

There is no limit to the amount of the time except the 25 years and 
appears to be no limit as to the property to be sold. It appears to 
apply to property, not only that which is acquired under this act, 
but all other property acquired and being used for post-office purposes. 
It seems to me to be a very plenary abdication of any future post- 
office construction, prov iding somebody can be found who will build 
a building and lease it bac kM: iybe it is not that way, but we would 
like to have some light on it; at least, I would like to have some light on 
it because I am very much of the opinion that this bill as drawn goes 
just as far as you have stated. 

Mr. Kirn. I do not want to have to operate under such a wide power 
to begin with. 

Senator Kucuet. If you will supply whatever you have on that, I 
must say that I agree with the Senator from Florida. 

Senator Stennis. Disposing of existing post offices ? 

Senator Gore. Yes, exchange, sell, swap. 

Senator Kucue.. You heard the questions raised earlier on title I 
as to the advisability of receiving agreement or approval by the ap- 
propri: ite congressional committees prior to the Department proceed- 
ing in any given instance. Does the Department have any views on 
that suggested restriction ¢ 

Mr. Kien. There are three objections that we think occur to us that 
are persuasive. One is the history of the bill that went through Con- 
gress in the last session that had such provisions in it and was vetoed. 

It gives us a very cumbersome and difficult procedure of operation, 
in the real estate field where timing and negotiations are so vitally 
important in order to get the best deal for the Government in the best 
interests of the Government. It is difficult to get owners to give us 
options and put them on the shelf for 5 or 6 months until we can go 
through a cumbersome, mechanical procedure, and it would be more 
difficult to get people to go into a lease- purchase negotiation where 
they have to get the mortgage commitments in large sums of money 
where we have to tie up options for a long period of time, and w here 
they have to invest substantial sums of money in engineering and 
architectural fees, and gamble on the stability of the market as against 
the placement of the order. If they had to hold such transactions in 
abeyance for a great period of time, it would make the tools practically 
useless from a practical operating viewpoint. 

Senator Hotuanp. I think I can agree with that statement because 
I would hate to have Congress saddled with the responsibility of ap- 
proving every little site purch: ased. I do not think there is any con- 
gressional unwillingness to leaving the administrative agency to 
function and report. That is what we have been doing, but when you 
come to the construction and opening the door wide, at least as I'see 
it, with the right of sale, exchange, construct anything that the traffic 
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will bear, and all without rereference to Congress, that is what I am 
disturbed about. It is not on the question of havi ing to run to Congress 
every time you want to buy a site fora post office, every time you 1 find 
it costing you too much to lease. We haven’t required that previously. 

It is simply that Congress wants to be informed. 

Senator Kucuen. Your position is that the restriction in the present 
statute should be confined to construction by the Post Office 
Department. 

Senator Hottanp. I am inclined to feel that way now and I am not 
talking about the bigger General Services Administration owned 
buildings, but post office buildings. 

Senator Kucwen, Senator Holland’s question went to section 203. 
His objections were to the broad scope of the powers in section 203. 

Now, it is your original statement that section 202 dealt with lease- 
purchase, and that section 203 dealt with an extension of your rights 
in leasing. If that is true, then there is language in section 203, the 
enlarged “je: asing authority, which you do not need and I take it if you 
are talking about it only about leasing. 

Senator * How LAND. I also mentioned subsections (b) and (c) in sec- 
tion 202. That was with reference to granting too much power, in 
my construction of it, and then went along with the provisions you 
have recited in section 203, and then along ‘further to section 205, be- 
cause it seems to me that the things sort of work together. 

Sut I mentioned first in section 202, subsections (b) and (c), because 
you see, subsection (b) provides that the Postmaster General is 
authorized to exercise the powers granted in this section with respect 
to existing properties. 

Senator Kucnet. Yes. 

Senator Hotianp. And subsection (c) allows him to enter into 
agreements, with any person, copartnership, corporation, or other pub- 
lic or private entity, to effectuate any of the purposes of this section, 
including the demolition of obsolete and outmoded structures situated 
thereon, ‘by providing for the construction thereon by others of such 
structures and facilities as shall be the subject of the applicable lease- 
purchase agreement. 

Senator Kucuen. Yes. 

Senator Hottanp. And then section 203 seemed to spell out addi- 
tional machinery applicable not only to section 202 but to his present 
lease program. 

Senator Kucnex. Your thinking is that the merit of any restrictive 
language similar to the Defense Establishment should run to the lease- 
purchase parts of this bill and not to the enlarged leasing part. 

Senator Hotzianp. Not to the acquisition of the site selected or 
things of that kind, but to the heavy construction program which is 
what disturbs me. It is a construction program almost, free from 
congressional supervision. The only thing that would be required is 
that once a year we would get the information as to what had been 
done. Meantime, here are properties and lease arrangements of $400,- 
000 or $500,000 buildings to be built and for lease purposes, contracts 
for 25-year operations are made. We would learn about it long after 
it was done, and that I object to, very strongly. 

Mr. Kies. May I go off the record, Mr. Chairman. 

42903—54—_5 
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Senator Kucuen. Off the record. 

(Discussion off the record.) 

Senator Kucnuen.. On the record. 

Are there any more questions, gentlemen ? 

Thank you, Mr. Kieb. 

We have 2 more witnesses who will not be very long, Senator Hol- 
land. First, I will call Mr. Randy H. Hamilton, director of the 
Washington office of the American Municipal Association. 


STATEMENT OF RANDY H. HAMILTON, DIRECTOR OF WASHINGTON 
OFFICE, AMERICAN MUNICIPAL ASSOCIATION 


Mr. Hamiuton. I am Randy H. Hamilton, director of the Washing- 
ton office of the American Municipal Association. 

We presented, in July, rather lengthy objections to the bill. 

Senator Kucner.. Yes, we have that in the record. 

Mr. Ham:xton. I will condense my written testimony in addition to 
speaking to some of the points made this morning. 

In answer to a question propounded by both Senators Gore and 
Kuchel, Mr. Elliott of the General Services Administration stated 
that 30 davs’ advance notice of each transaction is required to be sub- 
mitted to the Congress. I do not find that in the bill. 

Senator Kucuet. It is in the bill with respect to the General Serv- 
ices Administration. 

Mr. Hamitron. Only with respect to agreements on expenditures of 
$50,000 a year or more. 

Senator Kucnet. That is right. 

Mr. Hamiton. So that if each agency makes 20 agreements for 
$45,000 a year, that is $900,000 running over 25 years, the Administra- 
tor can commit the Government to $73 million under those conditions 
without notifying anybody. That could work out to be as much as 
$1.250.000 on any one building. 

Senator Hoitianp. I do not think you are right about that because 
the law specifically requires, and is repeated here, that so far as the 
post-office construction is concerned, it must be included within the 
annual report so that Congress would be advised of it. 

Mr. Hamiton. Yes, but not in section 1. 

Senator Hottanp. Yes, but it would be advised the same way as 
before. ri 

Mr. Hamixton. I was referring to title I, which was the question 
raisea, 

We would support the suggestion that bears committee approval 
similar to the Armed Services Committee approval which is required. 
We do not think that Congress should abrogate that. 

I was disturbed to hear Mr. Kieb state that the Post Office Depart- 
ment proposes to take a piece of land owned by the Federal Govern- 
ment and tax-free lease it to an individual and continue the tax-free 
status of that land and allow a private individual to make money at 
the expense of the municipality on the Federal Government’s tax-free 
Jand. That was rather distressing to us and it was not anticipated 
at the time we made up the testimony. Of course we would object 
to such a situation. 

Skipping the testimony which I have prepared which, if I may 
summarize briefly, it points out the history of the subject of pay 
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in lieu of taxes, and the situation in which municipalities find them- 
selves today because of the tremendous amounts of tax-free land 
which are within the borders of our cities. 

We suggest the time to start attacking the tax-free properties is 
now and to consider it in relation to each problem when the eT 
ment comes to consider the overall prob ‘lem, the situation would | 
somewhat easier rather than harder. That, in brief, is a summari- 
zation of the points we make with respect to the philosophy of the 
bill. 

With respect to our specific amendments, if the committee sees fit 
to report the bill out favorably and thus establish a new Federal 
policy which is broad in scope and if, as I said, the committee sees 
fit to report the bill out favorably, we suggest several amendments. 

The first amendment I understand will not be opposed by the agency 
sponsoring this legislation. As the bill now stands, title to the build- 
ings may pass at or before the expiration of the term. The Govern- 
ment may agree to lease it for 25 years and the agency may be struck 
by lightning and be able to pay off the contract in a period of 17 years, 
tax free. 

I understand that the agency would not object to an amendment 

which is on page 2, line 20, title I (sec. 411 (a)), remove the period 
after the word “contract” and title I1, page 8, line 18 (sec. 202 (a)), 
after the word “agreements” substitute a comma and add the following 
words: 
Provided, That it is the intent of this legislation to assure the payment of taxes 
to local governments normally payable on such properties throughout the period 
of the original lease-purchase contract, regardless of whether or not the Federal 
Government acquires title to such properties prior to the expiration of the lease 
terms. 

Senator Kucuex. You have got the Federal Government owning 
land and having it improved. Thus, what you suggest in that amend- 
ment is that the Federal Government make the payments to local 
government direct because the improvement which the private party 
makes on that land, he has no title to himself. 

Mr. Hamitton. That is right. 

Senator Kucnerx. That, basically, would be the policy matter in 
considering any such amendment. 

Senator Hornanp. Cert: ainly it is a troublesome point and I don’t 
know enough about how they propose to operate to be sure as to 
whether the point is well made or not. If they propose to sell what 
is now Government land to a private interest and then let that private 
interest resell it under a lease-purchase arrangement, then I think that 
the provision for the payment of taxes up to the time that the repur- 
chase is completed would be clearly understandable, but if it proposed 
through some device to enable the repurchase operation to exist on 
what is already Government land without the Government selling 
that land, and I don’t know how that would be arranged, certainly 
you would have a troublesome point there. The tax-exempt status is 
already taxed. 

Senator Stennis. Can you tax the building without taxing the 
land ? 

Senator Hotzianp. Perhaps you can. 

Mr. Hamitron. That is behind our thought. 
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Senator Kucuer. You meet head on, even in your example, to the 
extent that the Government owns a beneficial interest in the building, 
you meet the problem of Government participation in ad valorem tax 
cases. 

Senator Hotianp. It is a troublesome question and I think he is try- 
ing to eliminate it by providing that, however the machinery may be 
devised for the construction of the new facility, that taxes shall be paid 
up to the time that the lease-purchase contract has run its course and 
the title fully vested back in the Government. That is what you 
mean ? 

Mr. Hamirron. Its original cost. 

Senator Stennis. The same question would come up with respect 
to taxation in the State. 

Mr. Hamiutron. The second amendment is one designed to limit 
the operation to new construction. We had the same fears. 

Section 411, subparagraph (b), as well as a similar section in title 
II, will apply this new policy to buildings which are already in use 
which are standing and upon which taxes are being paid to local 
government. We can see no valid reason for the Federal Government 
at this time adopting a new policy which would apply to these build- 
ings and which would provide a tool whereby they can be more easily 
removed from the local tax rolls. Such a device is clearly indefensible 
in our opinion and particularly at this time when the administration 
is embarking upon a dual program for, in the first place, minimizing 
the operations of the Federal Government and returning to local gov- 
ernments the revenue, as well as the responsibility which we will as- 
sume if given the opportunity. 

It would be exceedingly embarrassing to the administration to pro- 
pose that local government assume more responsibility and use of its 
revenue sources on the one hand and to take away property now paying 
taxes with the other hand, to take away the basic tax resource which is, 
of course, the land or a building, which is, of course, the lifeblood of 
our municipal government. Seventy percent comes from ad valorem 
taxes. We suggest that this would be Indian giving, to say the least. 

The third amendment which we offer is one designed to insure the 
payment of taxes, or payments in lieu of taxes, on property acquired 
under this new legislation. I realize that this is a very difficult prob- 
lem for the Congress and that the Congress had sidestepped it many 
times. 

My more fully prepared brief goes back to the history of this since 
1939, when Congr ess after Congress and commission after c ommission, 
and congressional committee after congressional committee said even- 
tually we have got to face this problem, and I suggest now is the 
time to face it as you consider each piece of legislation. 

We propose that a new section be added to title I of the bill and 
to title II of the bill, which reads: 

Consent is hereby granted to the head of any Federal department, bureau, 
agency, or independent office to negotiate for administrative payments to State 
and local governments on property, the title to which property rests in the 
Unied States pursuant to this title: It is the intent of such negotiations to 
insure that the Federal Government will make administrative payments in lieu 
of taxes to the same extent and in the same amount as if the property were taxed 
according to its value and as if it were privately owned. Any such payments 
shall be based upon an assessed valuation which does not represent a larger 


percentage of true valuation than is used by assessing authorities in valuing 
property for tax purposes within the taxing jurisdiction. 
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Please note that our suggested amendment is merely permissive 
legislation and not mandatory. It is offered, however, with the 
understanding that the negotiations authorized are to be purposeful, 
of reasonable duration, and undertaken with the intent of arriving at 
fair and equitable administrative payments to State and local gov- 
ernment in lieu of taxes. Arbitrary and capricious negotiations on 
the part of Federal agency heads are not contemplated by this sug- 
gested amendment and, indeed, would be contrary to the intent of it. 

I shall be happy to try to answer any questions you may have. 

Senator Srennis. Our State law provides that taxation shall be 
uniform but it shall be assessed and the rate shall be equitable on all 
property. If you are going to call it taxes, you cannot negotiate for 
taxes under our law. 

Mr. Hamiuton. We call them administrative payments in lieu of 
taxes. If a building demands extra policy service, that is another 
thing. For instance, if a municipality has no tall buildings and a 
new tall building is constructed under this title, and the National 
Board of Fire Underwriters would say: “Gentlemen, you have gotten 
along without an aerial ladder in your fire department all these years 
because you had no tall buildings. Now, you have a tall building 
and you need an aerial ladder.” 

That costs the municipality $26,000. 

We do not see why the Federal Government should ask the munici- 
pality to subsidize its operation. Federal operations are national in 
character. They are not performed for the benefit of the individual 
localities and, consequently, we think that the Federal operation 
should be borne by the national taxpaying base and not subsidized 
by the particular locality in which the particular operation comes to 
rest. 

Senator Kucue,. Thank you, Mr. Hamilton. 

Mr. Hamiuron. May I add to the record a newspaper article from 
the Washington Post, which is headed: “Slashes in United States 
Leased Space Save $8 Million Rent Yearly”? 

There is a quotation from Mr. Mansure, who announced that the 
Federal Government has been able to release 1 square foot of leased 
space for every 8 feet occupied last January 1. 

He stated that the saving in cost of leased space, about 75 percent 
of which was already in effect November 1 and the remainder to be 
effective by December 31, reflects a reduction of about 121% percent, 
or 514 million square fet, from the January 1, 1958, total of 4114 
million square feet of leased property. 

I ask that this newspaper clipping be made a part of the record. 

Senator Kucuen. It will be made a part of the record. 

(Newspaper article referred to is as follows:) 


SLASHES IN UNITED STATES LEASED Space SAVE $8 MILLION RENT YEARLY 


Uncle Sam’s rent bill is going down by $8 million annually under a cutback 
which already has released 1 square foot of leased space for every 8 feet occupied 
last January 1, the Government reported yesterday. 

Edmund F. Mansure, General Services Administrator, or “housekeeper” for 
the sprawling Federal bureaucracy, made the announcement, and said it’s just 
beginning. 

Old-ling bureaucrats take his word for it, too, for he’s the man who announced 
September 27 that some of them were going to stop, right then, spending 38 cents 
for a box of paper clips obtainable for 3 cents. 
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The saving in cost of leased space, about 75 percent of which was already in 
effect November 1 and the remainder to be effective by December 31, reflects a 
reduction of about 12% percent, or 514 million square feet, from the January 1, 
1953, total of 41% million square feet of leased property. 

Termination of some of the emergency economic control agencies born of the 
Korean war accounted for some of the reduction. 

Mansure is the “new broom” executive who ordered a cutdown in paperwork 
September 13 to save $11\% million a year by eliminating, as private business did 
years ago, multitudinous voucher forms for $5 and $10 purchases which resulted 
in the Government paying more to process a payment check than the value of the 
purchase. 

Mansure is following in his own way some of the recommendations of the 
original Hoover Commission. His predecessor, Democrat Jess Larson, the first 
General Services Administrator, already had put some reforms into effect. 

(Larson, among other things, stopped Government executives from buying $40 
wastebaskets with the taxpayers’ money; $4 and $5 ones have proved just as 
good and already have outlived some of their former bosses.) 

Senator Kucuet. Thank you, Mr. Hamilton. 

UnitTep STATES SENATE, 
COMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
January 25, 1954. 
Mr. ELLSworTH BASSETT, 
Clerk, Senate Public Works Committee, 
Senate Office Building, Washington, D. C. 

Dear Mr. Bassetr: I have received today the attached letter from Randy 
Haskell Hamilton, requesting its insertion in the testimony given on the lease- 
purchase bill. 

It is my impression that the reference of Mr. Hamilton in his letter involves 
the use of lease-purchase procedures in connection with transmission or generat- 
ing facilities of REA cooperatives. The pertinent sentence on page 5 of House 
Report No. 947 is as follows: 

“None of the funds allowed are to be used for the purpose of implementing 
existing contracts with REA cooperatives which provide for the lease-purchase 
of transmission or generating facilities.” 

Will you kindly have arrangements made to have this inserted in the record 
of the hearings? 

Sincerely yours, 
THOMAS H. KUCHEL. 


AMERICAN MUNICIPAL ASSOCIATION, 
Washington, D. C., January 22, 1954. 
Hon. Tuomas H. KucHEL, 
Senate Office Building, Washington, D. C. 


(Attention: Mr. Howard Schmidt.) 

DeEAR SENATOR KUCHEL: Since testifying before your subcommittee yesterday 
on the so-called lease-purchase legislation, two additional facts have been brought 
to my attention which merit consideration. I refer to President Eisenhower’s 
budget message in which he stated: “This budget marks the beginning of a 
movement to shift to State and local government and private enterprise Federal 
activities which can be more appropriately and more efficiently carried on in 
that way.” It is apparent that it is the President’s intention to encourage 
private enterprise wherever possible and likewise to return to local government 
responsibility for the performance of additional governmental services. Local 
government cannot perform these services if the Federal Government continues 
to adopt policies which will erode its tax resources, notably the real-estate tax 
base. Consequently, the lease-purchase bills run directly counter to the adminis- 
tration’s avowed purpose. 

I have also been informed that the 83d Congress, 1st session, refused to allow 
the use of lease purchase by certain governmental agencies. This is an impor- 
tant precedent which was established last year and which I regret to say was 
not brought out in the testimony of the Federal agencies which were seeking 
passage of this legislation yesterday. I refer to page 5 of House Report No. 947 
on H. R. 4828, specifically denying the use of funds for lease-purchase procedures 
by a particular Federal agency. 
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I respectfully request that this letter be made a part of the record of your 
subcommittee’s study of lease-purchase legislation. 
Sincerely yours, 
RANDY HASKELL HAMILTON, 
Director of the Washington Office. 


Will you please come forward, Mr. Payne? 
This is Mr. Albert A. Payne, representing the National Associa- 
tion of Real Estate Boards. 


STATEMENT OF ALBERT A. PAYNE, REPRESENTING NATIONAL 
ASSOCIATION OF REAL ESTATE BOARDS 


Mr. Parner. Mr. Chairman, in the interest of saving time, I will 
attempt to brief our statement. 

Senator Kucuen. The full text will be made a part of the record. 

(The statement of Mr. Payne is as follows :) 


STATEMENT OF ALBERT A. PAYNE ON BEHALF OF THE NATIONAL ASSOCIATION OF REAL 
EstaTeE Boarps 


Mr. Chairman, I am Albert Payne, acting secretary of the realtors’ Washing- 
ton committee of the National Association of Real Estate Boards. Our com- 
mittee is the legislative department of the national association. We have 
real-estate boards located in each of the 48 States, with a total of more than 
50,000 members. 

Mr. Chairman, we appreciate the very painstaking manner in which the com- 
mittee is considering the important matter of buildings acquisition as proposed 
under H. R. 6342 and other bills. It is certainly desirable that the proposed 
program be most carefully scrutinized. After all, it is a completely new depar- 
ture from established practices. It could very likely commit the Federal 
Government to acquisition of properties without specific limits and without even 
the option to refrain from taking title should the need no longer exist. 

It is true that the provisions regarding the Post Office Department in H. R. 
6342 have a 10-year limitation on their application and provide for leasing. 
Title I of that bill, however, is the part under which most acquisitions would 
take place. There is no time limit on its application. Apparently it is intended 
to be permanent legislation. 

sills to set up this new type of Federal buildings acquisition were put before 
the Congress as early as September 1951 by the previous administration. These 
bills were presented at the height of the Korean war by an administration facing 
the expansion brought on by the war. 

The present situation is quite different. The fighting has been stopped in 
Korea. President Eisenhower, in his state of the Union message on January 7, 
stated that the work of the Federal Government was going on with some 183,000 
fewer employees and that the cost of Government had been reduced. He stated 
“thus the discouraging trend of modern governments toward their own limitless 
expansion has in our case been reversed.” 

We suggest that the only way the announced economy program of the Govern- 
ment can be effective is to apply it to the various bills as they come up from time 
to time. 

The President said in his state of the Union message “* * * When budget 
Suvings and sound governmental financing are assured, tax burdens should be 
reduced so that taxpayers May spend their own money in their own way. * * *” 
farlier in the same message, he said “* * * until these standing claims on our 
Government’s revenues are further reduced, the growth in the public debt cannot 
be entirely stopped. * * *"" The President went on to point out that on account 
of the standing claims against the Government he was going to request a raise 
in the $275-billion debt ceiling already permitted the Federal Government. 

Title I of H. R. 6342 is a tailormade device for building up what the President 
calls “standing claims on our Government’s revenues” of indeterminable size. 
Commitments could be made without limitation on number, without limitation on 
dollars, and without limitation on time this contracting authority will he 
permitted, 
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We hope this committee will not take the view that the activities of the Federal 
Government must be continually expanding with a consequent need for acquisi- 
tion of more and more building space and more and more Government employees. 
In this connection, it should be borne in mind that where the Federal Govern- 
ment is renting space for which the need is no longer evident, the space can be 
disposed of. Since the new administration came in, the General Services Admin- 
istration has relinquished about 1 million square feet of leased floor space in the 
District of Columbia alone. 

As you are no doubt aware, present leases of privately owned property by the 
Federal agencies can run for 1 year in the District of Columbia, 5 years else- 
where, and in the case of the Post Office Department can run for as long as 20 
years. Of course, there is no sound reason why longer-term leases could not be 
granted by the Congress in case it is thought advisable to do so. It is our under- 
standing that all of these leases contain cancellation clauses which can be 
exercised at the convenience of the Federal Government in accordance with the 
terms of the leases. At the same time, Mr. Chairman, these leased properties 
are no tax problem for the local community since they are held by private 
citizens and are subject to taxes on the same basis as the property of other 
citizens in the locality. 

On the other hand, if the Federal Government acquires the property, and 
the terms of all the bills presented on this subject, including H. R. 6342, make 
it mandatory that the Federal Government take title to every building involved 
in the program (with the exception of certain leases under title II for the Post 
Office Department as contained in H. R. 6342), all taxes would be lost to the 
locality after title is taken by the Federal Government. Furthermore, if the 
space is no longer needed because of a change in function, more efficient opera- 
tion, or greater economy in the Federal Establishment, the property remain in 
the hands of the Federal Government for upkeep and is a liability to the local 
government regarding a weakening of its tax base. 

Keeping property in Federal ownership may be more uneconomical than it 
sounds for as we have learned in Washington there is nothing so permanent 
as a “temporary” building. As long as the buildings are standing, the tendency 
of the Federal agencies has been to fill them with employees. 

An example of the availability of privately owned office space is the Hurley- 
Wright Building here in Washington. This is a large building at the corner 
of 18th and Pennsylvania Avenue NW., which for many years housed the Federal 
Power Commission. It is now vacant—a privately owned taxpaying building 
with 68,000 square feet of office space available. More than 600,000 square feet 
of office space and 400,000 square feet of storage and other space has been 
vacated by the Federal Government in Washington since the new administration 
took over. During this same period, 1 million square feet of new office space has 
been built or is under construction within the District of Columbia. Still it is 
claimed that the temporary buildings which are an eyesore on the Mall and 
elsewhere cannot be removed because there is no place to put the Government 
employees. 

Regarding economy in Government operation, it is sometimes claimed that 
Government ownership of buildings will save money. It may assist us in under- 
standing this question if we try to get the full picture of Federal ownership 
costs. We cannot do this if we merely look at the cost of construction of a 
Federal building as proposed in H. R. 6342. We must consider also upkeep 
and loss of taxes. 

The chairman of the House Committee on Public Works has stated: “As any 
private property owner is obliged te do, the Government must provide necessary 
repairs and maintenance for the buiidings it owns.” 

The budget estimate for fiscal year 1954 to cover “repairs, renovations, and 
improvements” on 5,445 Federally owned buildings outside of the District of 
Columbia was $25 million. This applied only to those buildings under the 
jurisdiction of the General Services Administration. Minor repairs and im- 
provements (costing less than $25,000 each) ran to $10 million. Major repairs 
and improvements (costing more than $25,000 each) were estimated at $5 million. 
Work-space improvements to post office facilities were estimated at $10 million. 
If the item for post office work-space improvements is disregarded, the item for 
minor and major repairs and improvements on only those Federally owned 
buildings under GSA outside the District of Columbia is an estimated total of 
$15 million, 

Now, if the value of the taxes which are not allowed to be collected by the 
local government on these properties is figured in, then the apparent lower cost 
of Federal ownership is shown up in a truer light. 
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In addition to the need for economy on the part of the Federal Government 
so that the burden of Federal taxes on citizens may be lightened, the impact of 
any program to expand Federal ownership of real estate is a matter of serious 
concern to local governments at the present time. The demand for local services 
is rising. The tax base against which local governments can raise money to 
provide these services would be further weakened by any Federal acquisitions 
removing properties from the community tax rolls. This cannot fail to mean 
higher local taxes on individual property owners. In the long-range view it is 
also likely to lead to further demands by the local government for money from 
Washington to pay for local services. I feel sure that members of this com- 
mittee are very seriously concerned with the implications of this question. 

The previous administration thought enough of this problem to conduct a 
conference on intergovernmental fiscal relations in April 1949. Officials of Fed- 
eral, State, and local governments entered into the discussion. The present 
administration created the Commission on Intergovernmental Relations, among 
other purposes to investigate the importance of tax losses on federally owned 
properties. 

The previous administration later submitted a draft of a bill (H. R. 5233, 
82d Cong., Ist sess.) and an Executive communication regarding this matter 
(Executive Communication No. 722, Aug. 16, 1951). In the latter document 
addressed to the Speaker of the House of Representatives, Mr. Frederick J. 
Lawton, then Director of the Bureau of the” Budget, stated: “Local govern- 
ments depend upon property taxation for more than half of their total revenues, 
so that they are particularly concerned when the Federal Government acquires 
real estate and thereby removes it from the property tax base while at the same 
time activities on or associated with the Federal property may impose service 
burdens upon these local governments.” The American Municipal Association 
estimates that more than 70 percent of the local tax revenues are obtained from 
real property. 

Mr. Lawton went on to say regarding the recommendations of the Bureau 
of the Budget: “The draft bill would authorize annual payments to State and 
local governments on many Federal properties. The annual payments would 
be normal property taxes in certain instances; in most cases they would not be 
taxes but would be payments based to a considerable extent on factors used in 
determining property taxes. The draft bill would also authorize payments of 
special assessments for local improvements.” 

What is the concrete meaning in dollars and cents of local tax losses due to 
Federal ownership? Our office made a study of this matter last year, and 
here are a few samples which will indicate the importance. In Berkeley, Calif., 
for example, annual tax losses were estimated at $11,552.67; in Miami, Fla., for 
public housing only, $68,010.31; in Montgomery County, Md., $8,380,719.90; and 
in St. Louis, Mo., $2,906,031.34. 

As previously mentioned, the bill does not specify the dollar amounts involved 
in the proposed acquisitions. An indication that this might be a very sizable 
amount—which could also give an idea of the tax-exemption impact and service 
costs to local communities—is the statement contained in the Washington Post 
of November 23, 1953, by Mr. Edward F. Ryan: “The estimate of more than 
$2 billion worth of potential Government building projects was compiled by 
General Services Administration officials.” 

The present Administrator of GSA and the Director of the Bureau of the 
Budget have announced that the Government is going to work toward con- 
ducting an inventory and disposing of surplus rea) estate now held by the 
Federal Government. This sound policy was outlined in a release of December 
30, 1953, which states in part: “The objectives of such actions to dispose of 
surplus real estate are: (1) The elimination of high maintenance costs, (2) 
bringing needed revenue into the Treasury from sales, (8) returning property 
sold to State and local tax rolls, from which it is now exempt.” At the present 
time there is no exact knowledge of just what the total holdings of the Federal 
Government in real estate amount to. Doesn't it seem wise for the Federal 
Government to carry on as it has begun and find out first just where it stands with 
reference to its present holdings before Congress allows it to embark on a 
completely new program for acquisition of real estate? 

We doubt the wisdom of enacting legislation such as H. R. 6342 at the present 
time in view of these facts: 

1. It is hoped by all that continued expansion of the Federal Government will 
not be carried on indefinitely. This measure seems to provide for expansion 
rather than contraction. 
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2. Efforts to lower Government costs and taxes will be adversely affected by 
increasingly committing the Government to new spending contracts. 

3. Erosion of the tax base of local communities by Federal property acquisi- 
tion is now presenting such a serious threat to the independence of local govern- 
ments that a Presidential commission and several committees of Congress are 
working on the problem. Further erosion should be stopped or at least minimized 
by a Congress looking to the perpetuation of truly local self-government. 

1. There is no exact knowledge inside or outside the Federal Government of 
the complete property holdings of the Government at the present time. H. R. 
6342 provides that existing properties, plus surplus properties, plus the sites and 
all facilities under the Public Buildings Act of 1949, plus the properties under 
the control of the General Services Administration, are to be subject to the pro- 
visions of this bill. Until a complete inventory is established and the study 
ordered by the General Services Administration and the Bureau of the Budget 
has been completed, there is no way of knowing whether properties already 
held by the Government are being utilized to their fullest extent and in the 
wisest possible manner. 

In addition to the considerations already outlined, the following questions 
might be helpful in consideration of the bill: 

On page 2, lines 17 and 18: Why should the Federal Government be required 
to take title to every piece of property involved in the program under title I and 
section 202 of title II? Why shouldn’t any option to purchase contained in such 
a contract be permissive on the part of the Federal Government in light of the 
situation at the time it is sought to exercise the option? The word “option” on 
line 3, page 5, is used regarding restrictions on taking of title but does not appear 
in section 411 (a) granting authority to sign purchase contracts. 

Page 4, subsection (e) beginning on line 11: What would be the practical effect 
of this provision regarding submitting proposals for acquiring buildings with 
expenditures of more than $50,000 a year to the Vice President and the Speaker 
for reference to committees? What would be the effect of this provision in the 
event GSA desired to execute contracts when Congress is not in session? Would 
it not be desirable in the public interest to provide that the Government could 
not be committed to purchase these buildings without the direct prior approval 
by Congress? Does the $50,000 per year and under figure mean that GSA could 
build projects costing as much as $1,250,000 each without even submitting the 
proposals for the information of Congress? ($50,000 times the maximum install- 
ment plan term of 25 years in the bill would be $1,250,000). 

What is the meaning of the proviso beginning on page 4, line 25, through line 
6 on page 5, stating that no funds appropriated for rent could be spent to acquire 
title to the property covered prior to the expiration of the contract term specified 
therein in the absence of specific appropriation of funds for such acquisition? 

Isn’t it true that the hands of the Appropriations Committees would be tied, 
since the language on page 2, lines 17 and 18, commits the Federal Government 
to acquire every piece of property involved in such contracts? 

On page 6, beginning on line 16 through line 2 on page 7: Why is it thought 
necessary to set aside the whole series of laws built up over a period of time 
by Congress to protect the public interest against bureaucratic abuse? Is it no 
longer thought necessary for Congress to maintain strict control over property 
acquisition by agencies of the Federal Government? 

Page 5, line 25 through line 3 on page 6: Why shouldn’t provisions be made 
to allow payments for local taxes on those properties acquired by the Federal 
Government? The Post Office Department has stated its willingness to pay 
local taxes on properties acquired henceforth. Couldn’t the Congress adopt 
provisions requiring payments of taxes on properties acquired in the future by 
the Federal Government without at this time disturbing the question of any 
such treatment on properties acquired in the past? 

In view of the crucial importance of local taxes to local communities and citi- 
zens, Why wouldn’t it be wise to adopt an amendment along the lines of the 
following: 

“Consent is hereby granted to any State or local government to tax property 
the title to which property vests in the United States pursuant to subsection (a). 
Such property may be taxed to the same extent and in the same manner accord- 
ing to its value as if it were privately owned, and any such tax shall be based 
upon an assessed valuation which does not represent a larger percentage of true 
value than is used by assessing authorities in valuing property generally for tax 
purposes within the taxing jurisdiction.” 
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Mr. Chairman, we feel every effort should be made to avoid narrowing the 
field of private ownership of real estate in this country. In those cases where 
the Congress considers it wise to acquire property we feel very strongly that 
provisions should be enacted to avoid removing these properties from the tax 
bases of the local communities involved. 

We thank you, Mr. Chairman and members of the committee, for this oppor- 
tunity to present the views of our association for your consideration. 

Mr. Payne. I am Albert Payne, acting secretary of the Realtors’ 
Washington committee of the National Association of Real Estate 
Boards. 

Our committee is the legislative department of the national asso- 
ciation. We certainly appreciate the painstaking manner in which 
this committee is considering the important matter of buildings 
acquisition as proposed under H. R. 6342 and other bills. The bill 
could very likely commit the Federal Government to acquisition of 
properties without specific limits and without even the option to 
refrain from taking title, should the need no longer exist. 

It is true that the provisions regarding the Post Office Department 
in H. R. 6342 have a 10-year limitation on their application and pro- 
vide for leasing. Title I of that bill, however, is the part under which 
most. acquisitions would take place. There is no time limit on its 
application. Apparently it is intended to be permanent legislation. 

Bills to set up this type of Federal buildings acquisition were put 
before the Congress as early as September 1951 by the previous ad- 
ministration. These bills were presented at the height of the Korean 
war by an administration facing the expansion brought on by the war. 

The present situation is quite different. The fighting has been 
stopped in Korea. President Eisenhower, in his state of the Union 
message on January 7, stated that the work of the Federal Govern- 
ment was going on with some 183,000 fewer employees, and that the 
cost of Government had been reduced. He stated: 

* * * Thus the discouraging trend of modern governments toward their own 
limitless expansion has, in our case, been reversed, * * * 

We suggest that the only way the announced economy program of 
the Government can be effective is to apply it to the various bills as 
they come up from time to time. 

The President said, in his state of the Union message: 

When the budget savings and sound governmental financing are assured, tax 
burdens should be reduced so that taxpayers may spend their own money in 
their own way. * * * 


Earlier in the same message, he said: 


* * * Until these standing claims on our Government’s revenues are further 
reduced, the growth in the public debt cannot be entirely stopped. * * * 

The President went on to point out that on account of the standing 
claims against the Government, he was going to request a raise in the 
$275 billion debt ceiling already permitted the Federal Government. 

Title I of H. R. 6342, and section 202 of that bill, for that matter, is 
a tailormade device for building up what the President calls “stand- 
ing claims on our Government’s revenues” of indeterminable size. 
Commitments could be made without limitation on number, without 
limitation on dollars, and without limitation on time this contracting 
authority will be permitted. 

We hope this committee will not take the view that the activities of 
the Federal Government must be continually expanding with a con- 
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sequent need for acquisition of more and more building space and more 
and more Government employees. 

We doubt the wisdom of enacting legislation such as H. R. 6342 at 
the present time, in view of these facts: 

1. It is hoped by all that continued expansion of the Federal Gov- 
ernment will not be carried on indefinitely. This measure seems 
to provide for expansion rather than contraction. 

2. Efforts to lower Government costs and taxes will be adversely 
affected by increasingly committing the Government to new spending 
contracts. 

3. Erosion of the tax base of local communities by Federal property 
acquisition is now presenting such a serious threat to the independence 
of local governments that a Presidential commission and several com- 
mittees of Congress are working on the problem. Further erosion 
should be stopped or at least minimized by a Congress looking to the 
perpetuation of truly local self-government. 

4. There is no exact knowledge inside or outside the Federal Gov- 
ernment of the complete property holdings of the Government at the 
present time. H. R. 6342 provides that existing properties, plus sur- 
plus properties, plus the sites and all facilities under the Public Build- 
ings Act of 1949, plus the properties under the control of the General 
Services Administration, are to be subject to the provisions of this 
bill. Until a complete inventory is established and the study ordered 
by the General Services Administration and the Bureau of the Budget 
has been completed, and it is commendable that the General Services 
Administration is carrying out such a study at the present time, there 
is no way of knowing whether properties already held by the Gov- 
ernment are being utilized to their fullest extent and in the wisest 
possible manner. 

Senator Hotianp. I judge from your last statement that you think 
that I was inclined to think from a rather quick reading of this bill 
that looking at the post office picture alone, that all present post office 
properties are included within the purview of title I. 

Mr. Payne. I looked at it very closely. I am inclined to agree 
with you. There is one limiting phrase in section 205. There is a 
limiting phrase that mitigates somewhat, although basically your 
point is valid. It says: 

* * * property acquired in the performance by the Postmaster General of the 
functions vested in him by this title * * *. 

Now, if that means that it would only involve properties newly 
acquired by him under this title, then it isn’t as broad as you thought. 
1 am not sure of that language. 

Senator Kucue.. If it were tied down to prospective applications, 
then I am sure it would destroy what that agency had in mind. 

Mr. Payne. As I understand Mr. Kieb’s program, one part of it 
is that where it suits the convenience and the efficiency of the Depart- 
ment, he would like to acquire sites or at least option sites in advance, 
in order to keep some control over the building up of those sites where 
he wants to locate. He could option those sites and then option them 
to a private owner, and then contract with him to construct the building 
that the Department needs and then turn the building back to the 
owner and rent from the owner. 
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Senator Hoitzianp. I was drawing my conclusion from your state- 
ment where you said that H. R. 6342 provides that existing properties, 
plus surplus properties, plus the sites and all facilities under the Pub- 
lic Buildings Act of 1949, plus the properties under the control of 
General Services Administration, are to be subject to the provisions 
of this bill. 

Mr. Payne. I certainly understand that with regard to title II and 
section 202. I am not completely clear about section 203 and the 
following sections in that regard. 

Senator Hottanp. But so far as the General Services Administra- 
tion is concerned and its properties. 

Mr. Payne. I believe it is clear. 

Senator Hotianp. And so far as title IT, section 202, is concerned, 
you are sure that all present Government-owned properties of the Gen- 
eral Services Administration and the Post Office Department are 
included ? 

Mr. Payne. That is my opinion. I believe it is exceedingly broad 
disposition authority, and also acquisition authority. 

In addition to the considerations already outlined, the following 
questions might be helpful in consideration of the bill, and may I 
invite your attention to H. R. 6342: 

On page 2, lines 17 and 18, why should the Federal Government be 
required to take title to every piece of property involved in the pro- 
gram under title I and section 202 of title Il? Why shouldn’t any 
option to purchase contained in such a contract be permissive on the 
part of the Federal Government in light of the situation at the time it 
is sought to exercise the option? The word “option” on line 3, page 5, 
is used regarding restrictions on taking of title but it notably does 
not appear in section 411 (a) authority to sign purchase contracts. 
They use the word “option” when they are talking about restriction of 
taking title as to the appropriation purposes, but in title I and section 
202, it notably is not used. Title I, as you know, requires that the Fed- 
eral Government take title to every property involved under the bill. 
Under title I there is no provision for a lease as it is commonly under- 
stood. It is a commitment to take title in every single contract. 

Senator Hotuianp. Is this your point, that instead of being em- 
powered to take leases for longer periods of time than the bill per- 
mitted by present law, that this bill would simply tie in any additional 
time period with the purchase feature as well? 

Mr. Payne. Acquisition in every instance involved under title I 
and section 202, that is correct, Senator. 

Senator Hotianp. Then this bill, if enacted, would not, as you seem 
to feel, make it possible for the Government to acquire longer term 
leases freed from obligation to purchase, than permitted under the 
present law. 

Mr. Payne. That is entirely correct, Senator, and it is remurkable 
in view of the fact that all the arguments I heard here today by the 
gentlemen from the General Services Administration were actually 
not in favor so much of acquisition as in favor of a more flexible 
arrangement with reference leasing terms. 

As they point out, they are now tied down to 5 years generally 
outside the District of Columbia and 1 year inside the District of 
Columbia. They did not ask, and the bill does not grant them a 
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lengthening of that 5-year restriction on bona fide leasing. They 
have not asked, as far as I know, for that permission. 

Page 4, subsection (e), beginning on line 11; what would be the 
practical effect of this provision regarding submitting proposals for 
acquiring buildings with expenditures of more than $50,000 a year 
to the Vice President and the Speaker for reference to committees / 
What would be the effect of this provision in the event GSA desired 
to execute contracts when Congress is not in session? Would it not 
be desirable in the public interest to provide that the Government 
could not be committed to purchase these buildings without the direct 
prior approval by Congress ¢ 

What is the meaning of the proviso beginning on page 4, line 25 
through line 6 on page 5, stating that no funds appropri: ated for rent 
could be spent to acquire title to the property covered prior to the 
expiration of the contract term specified therein in the absence of 
specific appropriation of funds for such acquisition ¢ 

Isn’t it true that the hands of the Appropriations Committees would 
be tied, since the language on page 2, lines 17 and 18, commits the 
Federal Government to acquire every piece of property involved in 
such contracts ? 

On page 6, beginning on line 16 through line 2 on page 7, why is 
it thought necessary to set aside the whole series of laws built’ up 
over a period of time by Congress to protect the public interest against 
bureaucratic abuse? Is it no longer thought necessary for Congress 
to maintain strict control over property acquisition by agencies of the 
Federal Government ? 

Senator Hotutanp. What were you referring to there? Was that 
the provision containing the “notwithstanding’ “clause! 

Mr. Payne. I did not have that provision in mind at the time. I 
was thinking of the specific statutes set aside in the bill on page 6, 
line 16. They list certain of the statutes which they would like to 
be set aside for them in this operation. 

Senator Hotuanp. Is there a point made that is a little stronger? 
Isn’t that point made stronger by the words in section 203 applicable 
to the Post Office Department : 

Notwithstanding any other provision of law, the Postmaster General is au- 
thorized to— 

And then all the authorization provisions come after that. 

Mr. Payne. Senator, I cannot think of a broader phrase than to 
give any agency the authority to set aside all laws with respect to an 
operation. 

Page 5, line 25 through line 3 on page 6, why shouldn’t provisions 
be made to allow payments for local taxes on those properties acquired 
by the Federal Government? The Post Office Department has stated 
its willingness to pay local taxes on properties acquired henceforth. 

Couldn’t the Congress adopt provisions requiring payments of taxes 
on properties acquired in the future by the Federal Government 
without at this time disturbing the question of any such treatment on 
properties acquired in the past ? 

In view of the crucial importance of local taxes to local communities 
and citizens, why wouldn’t it be wise to adopt an amendment along the 
lines of the following: 


Consent is hereby granted to any State or local government to tax property 
the title to which property vests in the United States pursuant to subsection (a). 
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Such property may be taxed to the same extent and in the same manner accord- 
ing to its value as if it were privately owned, and any such tax shall be based 
upon an assessed valuation which does not represent a larger percentage of 
true value than is used by assessing authorities in valuing property generally 
for tax purposes within the taxing jurisdiction. 


That latter phase is to answer the criticism that some have made 
that some of the local communities would try to assess the Federal 
Government on a different basis than people generally. 

Mr. Chairman, we feel every effort should be made to avoid narrow- 
ing the field of private ownership of real estate in this country. In 
those cases where the Congress considers it wise to acquire property, 
we feel very strongly that provisions should be enacted to avoid re- 
moving these properties from the tax bases of the local communities 
involved. 

We thank you, Mr. Chairman and members of the committee, for 
this opportunity to present the views of our association for your con- 
sideration. 

Senator Kucne.. Thank you very much, Mr. Payne. 

Gentlemen, if there is no objection, the chairman of the subcom- 
mittee will file a copy of the letter from the Comptroller General, 
signed by Mr. Frank H. Weitzel, the Acting Comptroller General of 
the United States, who approves the bill but who, I might say, Sen- 
ator Holland, suggests agreement with you on your interpretation of 

section 205 when he says that constitutes a departure from the normal 

appropriation process in that it would allow the Postmaster General 
to spend amounts received from sales, leases, or other disposals of 
property acquired in the performance of the functions authorized by 
title II without specific appropriation by Congress. 

That letter will be inserted. 

(The letter referred to is as follows :) 


COMPTROLLER GENERAL OF THE UNITED STATES, 
January 20, 1954 
Hon. EpwArpD MARTIN, 
Chairman, Committee on Public Works, 
United States Senate. 

My Dear Mr. CHAIRMAN: By telephone conversation of January 18, 1954, Mr. 
Bassett, of the staff of your committee, asked that a letter be submitted to 
the committee indicating the present position of the General Accounting Office 
on H. R. 6342, 88d Congress. 

While H. R. 6342 would give the Administrator of General Services and the 
Postmaster General broad grants of authority with respect to the acquisition 
and leasing of real property, it is believed that the purposes sought to be accom- 
plished by the bill are sound. Of course, as in any case where broad authority 
is given to the head of an agency, the ultimate results will depend solely upon 
how well that authority is exercised. 

Section 205 of the bill is a departure from the normal appropriation process 
in that it would allow the Postmaster General to spend amounts received from 
sales, leases, or other disposals of property acquired in the performance of 
the functions authorized by title II, without specific appropriation by Congress. 
While the General Accounting Office does not normally favor this type of pro- 
vision, it is understood the transactions in which proceeds of sales, leases, etc., 
would be available for expenditure would be limited in number and on this 
basis no objection will be offered. It is to be noted that section 209 of the 
bill directs the Postmaster General to include in his annual report an account 
of the transactions conducted during the applicable year under the authority 
of title II. Such a report will afford Congress a means of being informed of 
property transactions made by the Postmaster General under the authority 
granted. In addition, the General Accounting Office in its audit of the Post 
Office Department will examine the activities of the Department under the 
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authority granted by title II, if enacted, and include appropriate comments in 
the audit reports submitted to the Congress, 

On the basis of past conferences with representatives of the General Services 
Administration and the Post Office Department, it is believed the proposed legis- 
lation will be of considerable benefit to the Federal Government. Accordingly 
the General Accounting Office has no objection to the favorable consideration of 
H. R. 6342 in its present form, 

Sincerely yours, 
Frank H. WEITZEL, 
Acting Comptroller General of the United States. 

Senator STENNIS. You raised this very serious question about local 
taxation. If you go into the policy of taxing this, wouldn’t you have 
to go into the matter of taxing other Federal property ? 

Mr. Payne. I do not think so. I believe you can find precedent 
in the law about having a cutoff date. The previous Administration 
submitted, in 1951, a bill to do that. They used a cutoff date of 1946. 

The Cuarrman, I should like to refer you and the staff, and I am 
sure the staff is aware of these communications, Executive Communi- 
cation No. 722 regarding payment in lieu of taxes from the Director 
of the Budget, dated August 16, 1951, a letter addressed to the Speaker 
of the House of Represenatives: and also H. R. 5223 of the 82d Con- 
gress, Ist sess., the draft bill which the Bureau of the Budget sent up. 

They had a variety of treatments suggested for certain types of 
property. On one type of property they were going to pay full local 
taxes. On another type they were going to continue the exemption 
intact. 

As I understand it, this matter is under study by the Interior and 
Insular Affairs Committees, and by the Commission on Intergovern- 
mental Relations, under Dr. Manion as to future and past properties. 

But it seems to me that the Congress might very well not make 
the issue any more serious by causing provisions such as we have sug- 
gested to apply only to those properties in this bill. If some provi- 
sion is needed later on, that could be worked in. At least you would 
not have these properties further weakening the tax base of the local 
communities who are striving to meet the demands for local services 
in their communities. As Mr. Hamilton, of the Municipal Associa- 
tion, stated, real estate taxes account for about 70 percent of local 
government revenues. The Congress is trying to lower the taxation 
on the citizens from the Federal standpoint, and if you remove more 
properties in these communities from the local tax rolls, you are going 
to require higher real-estate taxes on all persons in those areas. 

Senator Kucuer. Thank you very much, Mr. Payne, for your state- 
ment. 

Gentlemen, that concludes this hearing. The hearings held last 
year on bills of this nature will be incorporated as a part of this 
hearing. 

(Thereupon, at 12:35 p. m., the hearing was concluded.) 
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FRIDAY, JULY 24, 1953 


Unirep States SENATE, 
CoMMITTEE ON Pustic Works, 
SUBCOMMITTEE ON BurtpiInGs AND GROUNDS, 
Washington, D.C. 
The subcommittee met, pursuant to call, at 10:10 a. m., room 412, 
Senate Office Building, Hon. Thomas H. Kuchel (chairman of the 
subcommittee) presiding. 
Present: Senators Kuchel (chairman of the subcommittee), Bush, 
Holland, and Gore. 
Senator Kucuet. The Subcommittee on Buildings and Grounds of 
the Senate Committee on Public Works will be in order. 
This is the time and place set for a hearing on Senate bill 2041. 
(S. 2041 is as follows:) 


[S. 2041, 88d Cong., 1st sess.] 


A BILL To amend the Public Buildings Act of 1949 to authorize the Administrator of 
General Services to acquire title to real property and to provide for the construction of 
certain public buildings for housing of Federal agencies or departments, including post 
offices, by executing purchase contracts, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Public Buildings Act of 1949 is 
amended by (a) redesignating section 411 thereof as section 412; and (b) insert- 
ing, immediately after section 410 thereof, the following new section: 


“PURCHASE CONTRACTS 


“Sec. 411. (a) Whenever the Administrator of General Services determines that 
(1) the needs for space for the permanent activities of the Federal Government, 
including space for post offices, in any particular area cannot be satisfied by 
utilization of any existing property suitable for the purpose then owned by the 
Government, and (2) a project for constructing a post office or other public build- 
ing is eligible under the geographical allocation and distribution of buildings set 
forth in section 102 of this Act, and (3) the best interests of the United States 
shall be served by taking action hereunder, he is hereby authorized to obtain and 
provide space for the accommodation of activities of the Government, both in and 
outside the District of Columbia, within the continental limits of the United 
States, including, with the approval of the Postmaster General, activities of the 
Post Office Department, by negotiating and entering into purchase contracts, the 
terms of which shall not be less than or more than twenty-five years and which 
shall provide in each case that title to the property shall vest in the United States 
at or before the expiration of the contract term and upon fulfillment of the terms 
and conditions stipulated in each of such purchase contracts. Such terms and 
conditions shall include provision for the application to the purchase price agreed 
upon therein of installment payments made thereunder including provision for 
the exchange of surplus real property or real property which may become surplus 
as a result of such agreement, where the Administrator determines that the best 
interests of the Government in economy and efficiency of operation will be served, 

“(b) The Administrator of General Services is authorized to exercise the 
powers granted in this section with respect to existing properties, including those 
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for which conversions, additions, extensions, or remodeling may be required, and 
properties upon which construction is to be subsequently effected in pursuance 
of the terms of applicable purchase contracts. 

“(e) The Administrator of General Services is authorized to enter into agree- 
ments with any person, copartnership, corporation, or other public or private 
entity, to effectuate any of the purposes of this section; and is further authorized 
to bring about the development and improvement of any land owned by the 
United States and under the control of the General Services Administration 
including the demolition of obsolete and outmoded structures situated thereon, 
by providing for the construction thereon by others of such structures and 
facilities as shall be the subject of the applicable purchase contracts. 

“(d) Each such purchase contract shall include such provisions as the Admin- 
istrator of General Services, in his discretion, shall deem to be in the best interests 
of the United States and appropriate to secure the performance of the obligations 
imposed upon the party or parties that shall enter into such agreement with the 
United States: Provided, That no such agreement may provide for the payment 
by the United States in pursuance of the terms thereof of moneys in an aggregate 
annual amount in excess of 15 per centum of the appraised fair market value of 
the property at the date of the purchase contract, or in the case of property where 
construction shall not have been completed at that date in excess of 15 per centum 
of the fair market value at the date of completion of such construction: And 
provided further, That the Administrator of General Services before executing 
any proposed purchase contract under this Act shall submit the same for approval 
to the committees of the Congress having jurisdiction of the subject matter, 
which approval shall be expressed by a committee resolution jointly adopted by 
such committees. 

“(e) Funds now or hereafter available for the payment of rent and related 
charges for premises, whether appropriated directly to the General Services 
Administration or to any other agency of the Government and received by said 
Administration for such purpose, may be utilized by the Administrator of 
General Services to make payments becoming due from time to time from the 
United States as current charges in connection with agreements entered into 
under authority of this Act: Provided, That no such funds may be expended for 
acquisition of title to the property covered by any such agreement prior to the 
expiration of the contract term specified therein (whether by exercise of option 
to purchase or otherwise) in the absence of specific appropriation of funds for 
such acquisition, which appropriations are hereby authorized: Provided further, 
That the value of any Government real property to be exchanged under any 
such agreement may be credited at the time of exchange to the payments to be 
made by the United States thereunder: Provided further, That Government real 
property to be exchanged may be credited in whole or in part to the purchase 
price of the property for which it is exchanged, except that where the amount of 
credit for the real property to be exchanged exceeds the amount of the purchase 
price, the amount of the remaining proceeds shall be covered into the miscel- 
laneous receipts of the Treasury of the United States, 

“(f) If any provision of this section or the application thereof to any person 
or circumstance is held invalid, the remainder of this section and the applica- 
tion thereof to other persons or circumstances shall not be affected thereby. 

“(g) (1) Section 302 (c) of this Act and section 355 of the Revised Statutes, 
as amended (50 U. 8. C. 175), shall apply to lease-purchase agreements executed 
under this Act, except that any such agreement may be executed and placed in 
effect after request for but prior to receipt of an opinion of the Attorney General 
with respect to the validity of title to the property described therein. 

“(2) Except as provided by paragraph (1) of this subsection, sections 3734 
and 3736 of the Revised Statutes, as amended (40 U. 8. C. 259; 41 U. S. C. 14); 
section 1 of the Act of March 3, 1877 (19 Stat. 370; 40 U. S. C. 34) ; section 4 of 
the Act of June 14, 1946 (60 Stat. 257, as amended; 40 U. S. C. 304c) ; section 407 
of the Act of June 16, 1949 (63 Stat. 199; 40 U.S. C. Supp. 37a) ; and any other 
provision of law relating to the acquisition of real property, construction of 
buildings, or leasing of space, shall not apply to lease-purchase agreements 
executed under this Act. 

“(h) This section may be cited as the ‘Public Buildings Purchase Contract Act 
of 1953’.” 


Senator Kucue.. In addition to witnesses, however, developing ar- 
guments pro and con on that bill, I have been instructed to give atten- 
tion to a similar House bill, H. R. 6342, and if any comments are 
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directed to that piece of proposed legislation the committee will be 
glad to hear from anyone present. 

The staff has prepared a suggested list of seven witnesses. The 
first name is Mr. Edmund F. Mansure, the Administrator of the 
General Services Administration. 

Is Mr. Mansure or a representative of that Department here? 


STATEMENTS OF RUSSELL FORBES, DEPUTY ADMINISTRATOR OF 
THE GENERAL SERVICES ADMINISTRATION; W. E. REYNOLDS, 
COMMISSIONER OF PUBLIC BUILDINGS SERVICE; AND MAXWELL 
H. ELLIOTT, GENERAL COUNSEL, GENERAL SERVICES ADMINIS- 
TRATION 


Mr. Forses. Mr. Chairman, I am Russell Forbes, the Deputy Ad- 
ministrator of the General Services Administration. 

Senator Kucuen. Thank you, Mr. Forbes. 

Mr. Forses. Mr. Mansure is out of the city, inspecting our regional 
oftice on the west coast, and I am appearing in his stead. 

Senator Kucuen. Very well. 

Mr. Forses. We have Commissioner W. E. Reynolds of the Public 
Buildings Service here, and Mr. Maxwell H. Elliott, General Counsel 
of the General Services Administration, to give expert testimony. 

All T would like to say is that the General Services Administration 
very much hopes we can in this session of Congress get legislation on 
this lease-purchase subject because it is of very great importance to us. 

I also want to say that we do not consider the question of committee 
jurisdiction up here is our affair or problem, and so we are neutral in 
that matter, but we do hope that your committee can assist us and the 
Post Office Department in getting this legislation enacted, which is 
very badly needed. 

Senator Kucnen. Can you describe what the bill S. 2041 would 
accomplish ¢ 

Mr. Forses. That is the bill on which you called the hearing this 
morning ¢ 

Senator Kucnen. Yes. 

Mr. Forers. If it would be all right with you, Mr. Chairman, I 
would like to yield to Commissioner Reynolds, who is technically 
qualified more than T am to discuss that. 

Senator Kucnet. Very well. Do you have a prepared statement, 
Commissioner Reynolds? 

Mr. Reynoups. I do not. 

Senator Kucnen. Could you or would you develop then what the 
intent and purpose of the bill is? 

Mr. Reynowps. The bill is designed, Mr. Chairman—— 

Senator Busn. Are these bills identical, Mr. Chairman ? 

Mr. Reynoups. No, there is quite a difference between S. 2041 and 
H. R. 6342, which is on the floor of the House today, as I understand 
it; but they both go to the same basic question, that is, to extend to 
the executive departments the right to enter into contracts over a 
period of years drawn in such a manner that at the end of a stated 
period, which shall not be more than 25 years in the case of S. 2041, 
title will then flow to the United States. 
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We are favorable to the bill for this reason: At the present time 
we are required to provide general-purpose space for the various 
Departments and agencies of the Government. 

We are not required to provide special-service space such as you 
would find at substations of post offices, and things of that sort. The 
only way we can provide that space is either through appropriations 
by the Congress for the construction of buildings or rental thereof. 

It has seemed to us for a long time it would be very helpful if we 
could have a third way of obtaining space. We find, for instance, 
that after years and years of rental “of properties often up to 40 or 
50 years the Government is still renting them. It has been impossible, 
as you gentlemen know, to obtain funds for the construction of build- 
ings, except of an emergency character, since before the beginning of 
the war. There has been no public buildings program per se “for 
about 12 years. Prior to that there was a building program each 
year. It is difficult to forecast when the economic situation and the 
budget situation will be such as to permit a normal resumption of 
public building construction. 

With the three methods before us, the cheapest to the Federal Gov- 
ernment is direct construction by appropriations from the Congress. 
The second, from the st: indpoint of cost, would be the lease-purchase 
arrangement we are discussing here today. The third would be 
straight out-and-out rental. We are interested in it for some types of 
construction or structures that we have been unable to acquire; and 
in seeking to find someone to build for us they tell us they cannot 
afford to do so with the risks they are required to take due to the 
limitations that we have for the period of the lease. 

In the District of Columbia our leasing period is for 1 year. 

Senator Kucue.. Is that by statute? 

Mr. Reyno.tps. By statute. 

Outside of the District of Columbia we can go to 5 years. Recently 
we have had 

Senator Busu. May I interrupt you? 

Mr. Reynoups. Yes, Senator. 

Senator Busu. What is the theory of such a short-term lease re- 
striction / 

Mr. Reynoxps. Well, the Congress has never felt in the District of 
Columbia, it should be more than 1 year, and we have not objected 
to it here because it has not interfered basically with our operations, 
because the owners of property here in the District of Columbia know 
when the Government rents a building it will probably be a continuing 
tenant for a long time. 

Senator Busu. I can understand that, but I do not quite under- 
stand why in Cincinnati or any other place they limit it to a 5-year 
lease. 

Mr. Reynoups. We are limited to a 5-year lease, but the Post Office 
Department is not. 

Senator Busu. They are not? 

Mr. Reynoxps. No, sir. They can lease up to 20 years for substa- 
tions. 

Senator Busu. Then what buildings would you be leasing on a 5- 
year lease throughout the country that are not post office buildings, 
for instance ? 
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Mr. Reynoxps. We have to provide space for all of the other agen- 
cies of the Government, like Internal Revenue, and so on. 

Senator Busu. You mean for their offices? 

Mr. Reynowps. For their office buildings. 

Senator Busn. Yes. I see. I was thinking more of whole build- 
ings, but you rent office space for them ¢ 

Mr. Reynoups. That is right, and we will very often rent an entire 
building and operate it ourselves. 

Senator Busu. You do that? 

Mr. Reynotps. Yes. 

Senator Busu. You rent the entire building? 

Mr. Reynotps. Yes. 

Senator Busn. And there you are limited to 5 years? 

Mr. Rreynowps. That is right. 

Senator Busu. Excuse me for interrupting. 

Mr. Reynotps. Not at all. 

Now, within the last year and a half we have been required to obtain 
a considerable amount of warehouse space, and we have tried to rent 
it and could not. We have advertised for bids on a 5-year basis for 
new construction and have been successful in getting bidders to bid on 
that basis. But the price we have to pay is too much because the build- 
ings by their very nature are generally located so that it might be diffi- 
cult to get another tenant in the event that at the end of the 5-year pe- 
riod the Government would move out. Therefore, the private investor 
is required to reduce his capital investment to the maximum extent 
possible i in the first 5-year period. We could save on three warehouses 
about $500,000 a year if we had this bill. And the contract is so drawn 
that we could convert those contracts into a lease-purchase agreement 
if we so desired. 

About a year and a half ago we entered into a contract for a sub- 
stantial office building in the northwest. It is a 5-year contract. An 
insurance company has offered to take over this building i in case any of 
these forms of legislation are passed and reduce then the percentage 
of rental we are now paying by one-quarter and tend title at the end 
of 25 years. So it does offer many advantages to us if we can have 
legislation of this kind. 

‘Senator Busn. What is the gross—that will vary with the build- 
ings, but on the buildings you have in mind, what is the gross percent- 
age per annum that you have to pay ? 

“Mr. Reynous. Our average rental will run from, I should say, 
1214 to 13% percent of the fair market value of the property. That 
is what we are required to pay. 

Senator Busn. On a rental basis? 

Mr. Reynoxps. That is right. 

Senator Busu. For that same money you can buy the thing? 

Mr. Reynotps. That is right. 

Senator Busi. Or a little less money, even ? 

Mr. Reynotps. Yes. You can for less. There is this thing to 
keep in mind, Senator. We have to be very careful in entering into 
these contracts because the only funds we have available to carry 
it out with is moneys that are appropriated by the Congress for rental, 
so we have to come within the rental figures when we go out to have 


a building built for us. 
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It sounds easy to do that. It is easy on a percentage basis, but 
the type of properties we rent are not the highest type of properties 
you will find in the various cities. Our average rent today is $1.79 
a square foot for rough space, which is rather low. 

Senator Busu. That includes a lot of high-rent space. 

Mr. Reynotps. Some high rent and some low rent. We have a lot 
of buildings in warehouses, and so forth, that we have converted to 
office space, and so forth. Last year a bill was reported out of the 
Government Operations Committee of the House similar to S. 2041, 
except it was an amendment to Public Law 152. That passed the 
House. The same measure was considered in the Senate, but the 
jurisdictional dispute arose between the Government Operations Com- 
mittee and the Public Works Committee because there was in it a 
reference to committees. 

So the bill was never carried on the floor of the Senate. At the 
same time there was a similar bill reported out by the Post Office 
Committee of the House which would extend the same authority to 
the Post Office Department. That was also reported out by the Senate 
and passed by the Congress. It was, however, vetoed by the Presi- 
dent because it required a positive approval by the committees before 
action could be taken on any project. 

Senator Busn. Before the committee in charge of that legislation, 
you mean?’ The congressional committee, you mean ? 

Mr. Rrynonps. That’s right. Each project we wanted to enter into 
a contract on would first have to be cleared by the Post Office Com- 
mittee of the House and the Post Office Committee of the Senate. 

Senator Busu. And the President vetoed it because of that feature ? 

Mr. Reynoxps. That is right. And I understand that the present 
administration takes the same view. They do not object, however, to 
a clause in the bill that requires the submission of the projects to the 
Congress with the 30-day waiting period, so that the committees will 
have a chance to review them and raise any question they may wish to. 

Senator Busu. So they would have to take affirmative action to 
kill it? 

Mr. Reynoxps. That is right. 

Senator Busy. But they would not be required to take any action ¢ 

Mr. Exuiorr. If I could correct that, the committee could not kill it 
by taking action, but the Congress could. 

Senator Busu. They could express an opinion. 

Mr. Ex.iorr. Yes. 

Senator Busu. And the President could go ahead in spite of that? 

Mr. Exxiorr. Yes. 

Senator Busu. I see. 

Mr. Reynoxps. I cannot imagine a contracting officer would do that. 
As a practical matter I do not think they would go ahead in the face 
of an adverse opinion of the committee. 

Senator Busu. They would not go in the face of that advice from 
the committee ? 

Mr. Reynotps. No. They could not afford to. This year Mr. Me- 
Gregor in the House introduced a bill which was heard by the Public 
Works Committee at the oe time a bill was presented by Mr. Rees, 
chairman of the Post Office Committee, and hearings were held on 
that. The two committees then got together and combined the two 
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bills into one. You may have seen it. It is H. R. 6342, which will be 
on the calendar today, as I understand it, and will be up for a vote, 
It isa much more comprehensive bill, of course, than S. 2041, the proj- 
ect we are discussing this morning. But I think it might be well to 
give you briefly the changes that occur in H. R. 6342, or the differences 

between H. R.'6342 and 8. 2041. 

Senator Busu. The House bill applies both to the General Services 
Administration and the Postmaster General. Is that right? 

Mr. Reynoxps. That is right. 

Senator Busu. It says: “To extend the authority of the Postmaster 
General to lease quarters for post-oflice purposes.” 

Does not the bill give him the same right to a lease-purchase con- 
tract ¢ 

Mr. Reynoxps. That is right. 

Senator Busu. It does? It goes that far? 

Mr. Reynoups. That is right. 

Senator Busu. It is not just to lease? 

Mr. Reynoups. He can do either. It extends their leasing period to 
an indefinite period. 

Senator Busn. And it gives the General Services Administration 
the same privilege / 

Mr. Reynoups. The same privilege of lease-purchase, but it does 
not extend the leasing period. 

Senator Busn. All they can go to is 5 years outside the District 
or go on a lease-purchase basis if they want to spread it? 

Mr. Reynoxps. That is right. 

Senator Kucuer. Commissioner, first of all let me ask you this. 
In the past several years has the General Services Ac lministration 
come before the Congress with recommendations that its budgetary 
appropriation be increased so that you might have an opportunity to 
utilize the most economic means of acquiring your property and going 
out and purchasing the warehouses that you have wanted? In other 
words, have you tried with the Congress to have appropriations for 
the purchase of the buildings that you deem necessary. 

Mr. Reynoxps. Over the years the Congress from time to time has 
given us funds for the purchase of buildings i in a very limited way, 
and also for the design of special-type buildings, and 3 or 4 in the 
District of Columbia. For instance, the General Accounting Office, 
the National Institutes of Health at Bethesda, and the remodeling 
of the White House came under our office. We have been working 
on this lease-purchase very actively for 2 years. 

Senator Kucue.. How do you mean? 

Mr. Reynowps. And a study for a year before; that is, working 
with the committees. 

Senator Kucuet. On a proposal which might pass through the 
Congress ¢ 

Mr. Reynotps. That is right. 

Mr. Exxiorr. Senator, we have not come before the Congress for 
any general pure hase, or building program, because of the budgetary 
implic ations of increasing the national debt if you had that “direct 

‘apital expenditure. The lease- purchase bill contemplates that the 
payments will be made out of moneys that are continually appropri- 
ated for rent and related charges, so we do not contemplate it will 
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require an increase in our appropriations. Is that correct, Mr. 
Reynolds? 

Mr. Reynotps. That is correct, and there has been every year since 
the war as far as I know a discussion of a construction bill. “Hearings 
have been held on individual measures from the various locations 
throughout the country, but we have never recommended for it be- 
cause of the budget situation. 

Senator Kucnuen. The effect upon the national debt, I take it, would 
not occur if a congressional appropriation was such as to permit the 
purchase of a given warehouse. It would occur if an authorization 
to buy was approved and only a portion of the purchase contract was 
appropriated. Then, to the extent that a contract was entered into 
to purchase a given piece of property, and not paid, then to that ex- 
tent the national debt would come into play and that unpaid balance 
would constitute an indebtedness. Is that the thought behind it? 

Mr. Exuiorr. I think that is probably correct in theory. But, as a 
practical matter, if you were to go out with direct purchase or imme- 
diate purchase now, or immediate construction now, the Congress 
would have to appropriate all of that money. 

Under the lease-purchase arrangement the payments will be stag- 
gered over a period of years, running up to 25 years, and it is money 
that would have been otherwise spent for rental. 

Senator Kucue.. Let us take a look at it and see if we can get a 
specific example. If the cost today runs about 13 percent of the fair 
market value of a piece of property and if you assumed that you have 
a building which you need to rent which is, let us say, valued at $1 
million, then 13 percent of $1 million is $130,000; is it not? 

Mr. Reynorps. That is right. 

Senator Kucuen. Over a 5-year period of time you would be paying 
about half a million dollars for that; wouldn’t you? 

Mr. Reynoups. Yes. 

Senator Kucnen. And that would be paid out of an appropriation 
by the Congress year in and year out, which would include rentals. 

If you wanted to enter into a lease-purchase agreement on the same 
basis you would enter into a 25-year lease, at the end of which time 
the provisions of that lease would provide that title would pass to 
the Government. What in your judgment would be the rate of lease 
under those circumstances? 

Mr. Reynoups. Well, first of all it would be the question of the 
value of the money. Now, money has been going up somewhat re- 
cently, but I would say that your interest and your amortization and 
your taxes, and structural repairs, would run about 9 percent. 

Senator Busn. I would think that is a little high, but it is good 
enough for the purpose here. 

Mr. Reynotps. You might shave it a little bit. 

Senator Busn. Twenty-five years? 

Mr. Reynoups. Most of my « calculations I have made on 20. It 
would drop down a littie bit on 25 years. 

Senator Kucnen. Suppose for the purposes of comparison that the 
ceiling of 5 years was eliminated so that you could rent that same 
piece ‘of property, if you wanted to, for as long as good business 
judgment indicated to von? What do you think the percentage of the 
market value of the property would then be as a basis for the rental 
payments? 
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Mr. Reynoups. For a 20-year period you would add to the figures 
I gave there what would be a reasonable profit tothe owner. It w vould 
not be a great deal of difference—probably 1 or 114 percent more. 

Senator Kucuen. Don’t you think you are a little low on that, Com- 
missioner? In other words, there is a good deal that can be said 
in favor of a lease-purchase proposition. I am not thoroughly ac- 
— with this problem, but I am not entirely unacquainted with 
it. 1 do not think there is any realism at all in a congressional 
prohibition against entering into a lease of more than 5 years, or 
more than 1 year, in the District. I just think that is something that 
cannot be defended. I suppose the Congress was proceeding out of 
what it believed to be a great abundance of caution. 

Mr. ReyNoups. You are exactly right. 

Senator Kucuen. But if I owned a piece of property I would not let 
it to the Government on a 1-year basis to the Government in Wash- 
ington, unless I got a pretty fancy rental. The only thing is, you 
are going to have title to a building that is 25 years old. 

Have you ever come before the Congress recommending that the 
prohibition against long-term leases be ‘eliminated ? 

Mr. Reynotps. We never have proposed a lease period beyond 5 
years because I think we were working out of an abandaiiee of caution, 
the same as the Congress always has, when we discussed the question. 
It is subject to certain abuses, you know. 

Senator Kucuen. Which would likewise be present in a so-called 
lease-purchase agreement, would they not ? 

Mr. Reynoips. That is right. Except it is attempted in this legis- 
lation here to require the Administrator to make a finding as to need, 
which would have to be clear and undisputed that you are going to 
need that building for the period that you are going to—at least for the 
lease period. 

Senator Kucnen.. Which would be a maximum of 25 years. 

Mr. Reyrnotps. Yes, sir. 

Senator Kucuen. Of course, if you had a lease-purchase agreement 
considerably less than 5 years your 9 percent figure would ‘probably 
be a little low. 

Senator Busu. Yes. 

Mr. Reynotps. The 9 percent really was—the figure I have been 
using is based on about a 20-, 21-, or 22-year period because it is a 
simple calculation if you have the tables before you; but you do not 
know what your basic rate will be. We do not know that yet. 

Senator Kucuen. Yes, sir. 

Senator Busu. Of course, the interest rate ought not to be much 
higher than the long-term Federal Government rate, should it? You 
are the obligor on the thing and it ought to be practically the equiva- 
lent today. It ought not to be over 31 6 percent ; 314 percent would be 

ealistic. Isn’t that right? 

Mr. Exxiorr. Maybe an extra quarter of a percent. 

Senator Busu. Probably, because of the iiaivest nature of it. 

Mr. Reynotps- I would question that. No insurance company in- 
dicated that they would let us have the money for that rate as yet, 
because they can go into the market and get tax-exempt securities, 
and all that sort of thing, as you know, and they have indicated that 
we would more than likely be paying in the neighborhood of 4 percent. 
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Senator Busn. I guess that is right, because there is a servicing in 
connection with this business. If they put the money in the market- 
able bonds they do not have to worry about it. 

Mr. Reynowps. That is right. 

Senator Busu. I think we are low on the quarter of a percent. 

Mr. Exxrorr. You think we are? 

Senator Busn. Yes. 

Senator Kucner. Can you give an estimate of how much money the 
Federal Government pays today for rental of buildings throughout 
the world? 

Mr. Reynorps. We are paying around $30 million a year. That 
does not include rentals for special-purpose buildings, which are paid 
directly by the Departments, and it does not include rentals for post 
offices. 

Senator Kucne.. So the gross figure would be considerably higher ? 

Mr. Reynotps. Oh, yes. 

Senator Kucuex. Do the unpaid obligated rental payments consti- 
tute part of the Federal indebtedness ? 

Mr. Reynowpbs. It is a part of the Federal indebtedness. There is 
no question about that. When you enter into a contract it is a firm 
contract. It is not reflected in the cash budget, of course. It is 
intended, and it is clearly so stated here in the bill, that you pay 
the use of normal operating funds that are appropriated to you. 

Senator Busu. Is your question, Senator, indirectly the question, 
is it part of the Federal debt, that is, that unpaid balance? Is that 
what you were trying to bring out? 

Senator Kucnen. Yes. 

Senator Busn. I was thinking of that while you were talking. I 
do not think it would be. 

Mr. Forses. Would it not be the total obligations of the Government 
to pay, which might have the result of borrowing, and, therefore, be 
an increase of the debt if the Congress did not appropriate from 
current revenue the amount necessary ? 

Senator Busu. The question was whether on these lease-purpose 
contracts which obligated the Government for 25 years to make 
certain payments, as to whether any part of that would be included in 
the Federal debt. 

Mr. Reynoxps. I do not think it would come within the debt limi- 
tation. 

Mr. Exuiotr. Frankly, with all due respect, I am inclined to think 
it would, Judge Reynolds. The Treasury Department would have 
a better answer than I would, of course. 

Senator Kucuer. The entire unpaid obligation. Even those that 
would fall due in the 25 years would still constitute in the Treasury 
Department’s opinion a part of our indebtedness. 

Mr. Exxitorr. That is my personal guess, but I have to put it on the 
basis of a guess. The Treasury Department would know far more 
about that, sir, than I. 

Senator Busu. I think you ought to get that information for us. 

Mr. Exuiorr. All right. I will be glad to get it from the Treasury 
Department and supply it. 

(The information requested is as follows :) 
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THE GENERAL COUNSEL OF THE TREASURY, 
Washington, February 2, 1954. 
Hon. THoMAS H. KUCHEL, 
Chairman, Subcommittee on Public Buildings and Grounds, 
Committee on Public Works, 
United States Senate, Washington, D. C. 


My Deak Mr. CHAIRMAN: The General Counsel of the General Services Admin- 
istration has informed me that at the hearings on H. R. 6342 before your 
subcommittee on January 21, 1954, you requested advice whether the obligations 
created by lease-purchase contracts such as those the bill would authorize would 
come under the statutory debt limit. 

Section 21 of the Second Liberty Bond Act, as amended (31 U. 8. C. 757b), 
places a limit upon the face amount of obligations issued under that act and of 
obligations guaranteed as to principal and interest by the United States. The 
legislative history of the statute makes it clear that the obligations covered, in 
addition to those issued under the act, are those created by borrowing under 
a statute which specifically provides that the obligation shall be guaranteed as to 
principal and interest by the United States. 

The lease-purchase contracts which sections 101 and 202 of H. R. 6342 would 
authorize would be ordinary contractual obligations like those created by any 
present lease or purchase contract of the Government and would not be included 
within the debt limit. 

Very truly yours, 
Evsert P. TuTrie, General Counsel. 

Senator Gore. Off the record. 

(Discussion off the rec ord.) 

Senator Kucnen. Are there any more questions ? 

Senator Busu. I would like to ask one more question. Outside of 
post-office buildings you speak of warehouses. Where are all of these 
warehouses for storage purposes and for records ¢ 

Mr. Reynorips. That is for the Federal Supply Service. That has 
been concentrated now in General Services Administration under the 
Federal Supply Service for common-use items for the Government. 
They buy all kinds of things. 

Mr. Exuiorr. I wonder if I could explain that? The term “ware- 
house” is a little bit misleading. They are not warehouses in the 
ordinary sense of dead storage. What they are really are mail-order 
storehouses. We conduct what is in effect a mail-order operation out 
of these warehouses that we constantly fill relatively small requisitions 
for the various agencies from, very similar to the operation Sears, 
Roebuck is conducting. That is one of the difficulties. That type of 
space is not normally available. 

Senator Busu. May I ask if you could give me such a list of such 
installations in my State of Connecticut? “I would like to visit some 
of those this summer. 

Mr. Reynotps. We will, if there is one there; but the three ware- 
houses I had in mind a moment ago where we could save a half a mil- 
lion dollars are located—one in ‘San Francisco, one in Seattle, and 
one in the outskirts of Washington, D. C. 

Senator Busn. Is it just for those buildings you would use this type 
of lease-purchase / 

Mr. Reynotps. No. You would use it where you had a demon- 
strated need, and it was difficult to get reasonable space. 

Senator Busu. Do you have any installations outside of post offices 
in the State of Connecticut, for instance ? 

Mr. Reynotps. Well, yes. You see, we have courthouses and all 
that sort of thing, that come in our jurisdiction. Federal courts. 
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Senator Busu. And revenue buildings. 

Mr. Reynoups. Yes. 

Senator Busu. And do they run those buildings, or do you? 

Mr. Reynoups. We do. If it is a combined post office and office 
building, of which there are many in Connecticut, of course, if 50 
percent or more of the volume of the building is used by the post office, 
it is operated by the Post Office Department. If not, it is operated 
by us. It is just a division there. But the Post Office and ourselves 
provide the basic space for all departments and agencies of the Gov- 
ernment, that is, general-purpose space. That is not on military and 
naval reservations and does not include veterans’ hospitals. 

Senator Busn. Just one more question. Supposing this bill were 
passed. How many projects do you have in mind approximately at 
the present time that you would immediately be interested in under 
this type of legislation / 

Mr. Reynotps. At the moment we have no particular project that 
ve have in mind. I was asked that question by the chairman of the 
Public Works Committee of the House. My answer was probably 6 
or 7 ina year. 

Senator Busu. A year? 

Mr. Reynoxps. That is right. 

Senator Busw. And those would vary in size, I suppose. 

Mr. Reynoups. That is right. 

Senator Busu. Or would they mostly be big projects? 

Mr. Reynoups. They would be large projects. 

Senator Busu. It does not pay to do it on a small project ? 

Mr. Reynoips. No. is does not pay to either. When you come to 
office buildings and things like that if you have a limited demand— 
we know that up to 25 to 50,000 square feet you should not build for 
that because you have no flexibility of use. Here in the District of 
Columbia I recommend that buildings have a minimum of 400,000 
square feet, so you have flexibility of change. One bureau goes down 
and another up, and you can move them around without “too much 
difficulty. But if you have a single-purpose space where a Depart- 
ment wants 150,000 square feet, you build that. 

By the time they move in they either need 170,000 or 130,000, and 
so they should be larger, which gives you freedom of movement and 
use. 

Senator Busy. May I ask a question off the record ? 

(Discussion off the record.) 

Senator Bus. Can you get rid of these temporary buildings around 
Washington and still have adequate space to operate this Government ? 

Mr. Rernoups. No. The space available for rental here is totally 
inadequate for we are renting 3 million square feet, or a little less in the 
District of Columbia. We rented up to 7144 million during the war. 
We have 53,000 people in temporary buildings. Some of them do not 
have to be torn down because they are not all on the Mall. The appro- 
priations subcommittee of the Senate is making an inquiry now as 
to what can be done at least in order to clear the central view of the 
Mall. They are a complete disgrace to have there, as you know. 

Senator Busu. Yes, I sure would like to have them out of Constitu- 
tion Avenue, I know, and that area there. 

Mr. Reynorps. Off the record. 

(Discussion off the record.) 
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Senator Kucuen. Are there any further questions, gentlemen? We 
have a half a dozen witnesses here. 

Senator BusH. No questions. 

Senator Kucnuer. Thank you very much. 

Mr. Ormonde Kieb, the Assistant Postmaster General. 


STATEMENT OF ORMONDE A. KIEB, ASSISTANT POSTMASTER GEN- 
ERAL IN CHARGE OF THE BUREAU OF FACILITIES, ACCOMPANIED 
BY WENDELL CAMPBELL, SOLICITOR’S OFFICE, OFFICE OF THE 
POSTMASTER GENERAL; AND IRVING THOMAS, ADMINISTRA- 
TIVE AIDE, BUREAU OF FACILITIES 


Mr. Kies. My name is Ormonde A. Kieb. I am Assistant Post- 
master General in charge of the Bureau of Facilities. I have with me 
today Wendell Campbell, from our Solicitor’s office, and Irving 
Thomas, an administrative aide, of the Bureau of Facilities. 

Senator Kucuex. All right, gentlemen. 

May I first say I have just been handed the Bureau of the Budget’s 
letter to this subcommittee, in which it is pointed out to me that that 
Bureau recommends, if we give favorable consideration to this legisla- 
tion, the substitution of the provisions of either H. R. 6342 or S. 2457 
for those now appearing in S. 2041. 

The Chair would appreciate it if you, Mr. Kieb, or someone here in 
the room who will testify later on, would develop any of the sug- 
gestions along the lines of the Bureau of the Budget. 

That letter will be incorporated in the record. 

(The letter of the Bureau of the Budget is as follows :) 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., July 24, 1958. 
Hon. THomMaAs H. KUCHEL, 
Chairman, Subcommittee on Buildings, Committee on Public Works, 
United States Senate, Washington, D. C. 


DEAR SENATOR KUCHEL: This will acknowledge and thank you for Mr. Bas- 
sett’s letter of July 20, inviting the Bureau of the Budget to present its views 
on §. 2041. 

S. 2041 is concerned with what has come to be known popularly as lease-pur- 
chase agreements. It would authorize the Administrator of General Services, 
under certain specified conditions, to negotiate and enter into purchase contracts 
tor buildings the titles of which would pass to the United States at the expiration 
of the lease period. The maximum lease period would be 25 years. 

The Bureau of the Budget believes that the principle of lease-purchase legis- 
lation is agreed to by the Federal agencies affected by it. We also believe that 
statutory authorization for entering into lease-purchase agreements would provide 
an effective means of acquiring badly needed space for Federal activities without 
entering into an extensive building program which would add materially to 
Government expenditures at a time when every effort is being made to reduce 
Government expenditures. 

Various bills have been under consideration in both Houses of Congress. The 
purpose of all of them is the same, with the exception that in one of the measures 
pending before the Post Office and Civil Service Committees an additional feature 
of long-term leasing authority is incorporated. 

In the interest of obtaining consideration of all of the issues involved in such 
legislation at one time and in one bill, the House committees concerned have 
reached agreement, we have been informed, and will support H. R. 6342 recently 
reported from the House Committee on Public Works. This bill incorporates 
lease-purchase authorities for the Administrator of General Services and the 
Postmaster General, and also includes the long-term lease authority for the 
Postmaster General. 
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An almost identical bill, S. 2457, was introduced and reported favorably by 
Senator Dirksen, on behalf of the Committee on Government Operations, on 
July 23. In the light of the foregoing facts and circumstances, the Bureau of 
the Budget recommends substitution of the provisions of either H. R. 6342 or 
S. 2457 for those now appearing in S, 2041. 

Sincerely yours, 
ROWLAND HvuGHEs, Assistant Director. 

Mr. Kreps. I would like the committee to know this is one of my first 
appearances before a Senate committee, having been approved by the 

Senate on Friday and having been sworn in on Saturday. I ama 
neophyte in this job. 

Senator Kucner. We have a couple of neophytes on this job here too. 

Mr. Kren. However, I do come to the Post Office Department with 
30 years of experience in acquisition across the country and in Canada 
in the appraisal of property and the handling of it and placement of 
it for some of the large insurance companies, so that my business back- 
eround, I think, would back up the things I would like to talk about 
with you. 

I have prepared, or we have prepared here, a rather lengthy state- 
ment analyzing S. 2041. I have extra copies here and T would like to 
suggest, with your permission, that we put those in the record, and 
then just discuss the bills from their various angles. 

We are pleased to be invited to come. We favor this legislation. 
We would like to suggest some amendments which would follow the 
lines of H. R. 6342, and the lines of the bill which was introduced yes- 
terday by Senator Dirksen, S. 2457. Those two bills are almost exactly 
identical, except for the title. 

I would like to point out to you in the development of H. R. 6342 
the House Post Office Committee, the House Public Works Committee, 
the Post Office Department and the General Services Administration 
through Mr. Mansure and myself, and our staffs, the Bureau of the 
Budget and the General Accounting Office, have worked together to 
develop that bill and to provide the kind of tools that we feel Govern- 
ment agencies handling real estate should have. Both in the General 
Services Administration, that is, and the Post Office Department. We 
feel that the Post Office Department, because they are handling service- 
type properties designed for use by the Post Office Department, should 
remain within the determination of the Postmaster General, who is 
best able to determine the kinds of properties we need, and where we 
need them. We feel that our present tools are inadequate and that a 
lease-purchase provision oul be an additional invaluable tool in the 
kit of tools we have to use in the real-estate business. 

We also feel further straight-leasing tools are very advantageous. 
We find ourselves circumscribed so we are limited to 20 years on some 
leases, which precludes us from using a vast pool of insurance com- 
pany investment money on direct investments to some degree. We 
feel if we were able to make leases that had a basic amortization period 
of, let us say, 20 years, and then could move into a series of 5 or 6-year 
renewal options, that we could break that rental rate materially over 
that period of time, and at the same time give the Department the 
flexibility which it should have over the latter parts of the lease; be- 
cause our needs change from time to time. If we had to move we 
would like to have a chance to move out and go somewhere else, and 
we also want the opportunity to be able to get the cheapest possible 
rentals we can get. 
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We probably would not use the lease-purchase tools very much. 
It would be limited largely, it seems to me, to post office buildings 
themselves in medium-sized cities around the country, where we knew 
we were going to stay put, and where the development of that city and 
town indicated the kind of basic headquarters we needed to operate 
from. Then we would use the lease-purchase tool because we could 
work it out so that eventually the property would come into the pos- 
session of the Government. It would be a building we could feel would 
have more permanency than a lot of our special type buildings. 

Senator Gore. How would economies result to the Government 
through a lease-purchase contract on a newly constructed post office 
building? 

Mr. Kren. Well, Jet us take as a comparison, or a beginning point, a 
Federal public building—a typical Federal public building that has 
been designed prince ipally as a post office, with 1 or 2 small other 
Government offices in it. 

Those buildings have been located pretty much in the past on high- 
cost land in the center of a city and in the populated centers of a city. 

Senator Gore. Where they must be, according to the generally 
accepted custom to make them available to the business and community 
life. 

Mr. Kies. That has been the case in the past. That is right. But 
the land is expensive. We regard the building costs in that type of 
construction to be quite a bit higher than we would have to use if we 
would use mortgage financing; and where there was any risk whatso- 
ever that the lender of the money had to take that building back he 
would want to know it had diverse uses. Consequently, during a lease- 
purchase program he wants to have a building that he is putting his 
money in that has some opportunity for him to rent it in back of the 
lease. I am saying that in spite of the fact that the United States 
Government security is the best in the country, and they are undoubt- 
edly the best credit in the country, bar none. 

Come over on the other side of the picture. If we went into a lease- 
purchase type of deal we would probably not be in the 100 percent 
location. We would perhaps be around the park, or a prominent place 
adjacent to the business area, but not right in the middle of it. I 
think we could use slightly less expensive land. 

I am now talking only of post office buildings in comparatively small 
places. I would build a building instead of costing from $25 to $50 a 
square foot, that could be built for $8 or $10 a square foot in a con- 
temporary design, either colonial or some other contemporary design, 
that would mate ch. the type of town it is in, but not like these buildings 
with heavy monumental and ornamental character and with many 
breaks in the walls and mank breaks in the roof. 

It would be a building that was designed principally for all-out 
use rather than a monument. It would still have character and great 
character. However, they would cost less money. 

When we begin to use private money and the best credit in the coun- 
try we borrow that money at the lowest possible interest rate and 
charge it off over 20 years. I think we can borrow money for Uncle 
Sam today even at a slightly increased price market for money, where 

rates have gone up to some degree—I think we can still mz ake some 
deals at 414 and 414 on the interest rate, which means if we go into a 
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20-year lease purchase we can pay that building off with a constant 
monthly payment annually on a 714 percent cost. The cost should be 
lower to begin with, and 414 and 41% percent interest rates. This is 
on a direct- purchase policy of the insurance company where they are 
investing 3 to 5 percent of their admitted assets in direct investments. 

At the end of the period the property would come into the possession 
of the Government. 

Senator Gore. If the Post Office Department or the Government 
would find it desirable to construct or to contract for the construction 
and eventual purchase of a building of a specific design at a given loca- 
tion, why could not the same Government and the same Department 
modify its own designs for utility ? 

Mr. Kies. We have since I have been there. I must admit it is 
quite a radical change from the designs of record in our engineering 
department. I can illustrate with a small town in New York State. 
We are not allowed to own property at the present time, and we do not 
buy it. It is done through the General Services Administration. 

Senator Gore. I understand that. 

Mr. Kies. We do not design those buildings. We merely give the 
General Services Administration a space budget as to how many 
square feet of space we need, and it has been designed in another 
agency, which is a duplication of work to some degree and is an extra 
cost to the project. 

Senator Gore. I have done a small amount of building, and as 
superintendent of the county school system I went for a rather exten- 
sive building program of that nature. I always found that the proper 
location was probably the cheapest thing we could get. 

I am wondering if you are sacrificing the utility and community 
value and service value of a post office building when you go to the 
back side of a park or some secondary location. 

Mr. Kies. We certainly would not take a post office to that type of 
location, sir. I made this point to point out that the lease-purchase 
phase of these bills was a tool we could use to great advantage in cer- 
tain circumstances. But the tool we desire to get most is an extension 
of our leasing authority for special-purpose buildings out on the peri- 
pheral parts of town. We are carrying our mail into the center of 
town from the railroad and sorting it there, and then reshipping a lot 
of it back to the railroad. We feel by building special-purpose types 
of buildings at the heads of the transportation, such as airfields or 
railheads, we can sort the mail there and never carry it into the center 
of that town, which is a densely populated and congested area. We 
would not have to carry in any of the mail except that to be 
distributed there. We can drop it off even at stations on the way in. 

Therefore, we can reduce the traffic in the center of the city, and 
we can increase our carrying time. Also, we can increase the effi- 
ciency of our operations w ith such operations. 

So that we do not feel as though the lease- purchase portion of this 
bill is the thing of vital importance tous. Iam pointing out we would 
use it probably much less often than we would use the extension of 
our leasing privileges. 

Senator Gore. I would like, however, to explore that subject just 
a bit further. 

A few moments ago you referred to the probable interest rate at 
which securities could be sold. It would be obvious, would it not, that 
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in the lease-purchase contract the cost of interest rate on invested 
capital would be reflected in the price you would pay ? 

Mr. Kres. No question about it. 

Mr. Gore. Then if the Department, or if the Government could 
borrow money at a lesser rate and construct the building, the same 
building on the same site, would it not result in the 25-year period 
in an economy for the Government ? 

Mr. Kres. There is no question about it. The Post Office Depart- 
ment, however, has no authority to acquire land and to build build- 
ings on it as a Government-owned project. There have been no ap- 
propriations for it, I understand, since Pearl Harbor. 

Senator Gore. I understand that. And, consequently, if the De- 
partment—and I speak of the Post Office Department and the Gov- 
ernment in interchangeable fashion 

Mr. Kies. Surely. 

Senator Gore. If the Government needs a building at X site of B 
specifications, the obvious course of economy is to borrow the money 
at the cheapest rate and construct the building that the Department 
needs. 

Mr. Kies. I believe you are absolutely right, sir. There is no ques- 
tion but what a Government interest rate for the use of money is much 
less than you could get under a mortgage term. The difficulty, how- 
ever, from our practical viewpoint here today, in trying to modernize 
our postal facilities of some 43,000 towns and hamlets of the United 
States and possessions and to take care of the transportation of mail 
in between those jurisdictions, we need new, modern aircraft and 
need it as rapidly as we can get it. There is not any such building 
program available to us. If there was, it would probably involve 
some duplication of work, unless that authority were available to us. 

Senator Gore. Would you recommend such a building program ? 

Mr. Kies. I think that is in the wisdom of the Senate and the 
Congress. I am interested in the Post Office Department and its 
immediate future. 

Senator Gore. That is all, Mr. Chairman. 

Mr. Kies. I would like to go on, if I may, for a minute, to explain 
to the committee some of our problems with relation to our leasing 
of public buildings. 

As we now have to operate, and we want to locate a property in a 
certain town, we draw a circle around that property of 6 or 8 blocks, 
and we have to advertise for that property and a bidder comes in 
and prepares the building for us nll gives it to us on a rental basis. 

Senator HoLtianp. For how long a period of time? 

Mr. Kies. Up to 20 years on everything but garages. On garages, 
I understand, we may make longer leases, which we do not feel to be 
desirable. 

Senator Hotianp. In other words, you have the privilege now of 
entering into a lease for 20 years? 

Mr. Kren. That is right. 

Senator Hotxianp. Under this bill would that period be extended ? 

Mr. Kies. It would in order to let us take option beyond that 
time. 

Senator Hotianp. To what time? 
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Mr. Kies. There is no special limitation. As a matter of practical 
use, we are not allowed to take option beyond the 20-year period, 
and we find ourselves many times coming to the end of the lease and 
having no renewal options. We have found ourselves being held up 
for a higher rental. 

We were in a building which was obsolete and still have a lease on 
it and have to carry it through. ’ 

We believe if we could have a basic leasing period of option we 
could do better. Therefore, our bill asks for that kind of authority. 

The first thing we would do, however, is stop the obvious specula- 
tion which comes from this bidding process. say that because one 
bidder comes in and gets a good site, and then he immediately goes 
around and gets options on the other sites in the area. When the 
other bidders come in they bid on it and they bid the cost of that 
land up, so that our rent goes up and we usually end up with one 
bidder, because the rest have been frozen out. The price is high 
because of that. ‘ 

In this later phase the last half of the second section is designed 
to eliminate that and stop the speculation by giving the Department 
an opportunity to go in and survey and plan and change the site, and 
buy it if necessary, and then sell it back to a bidder, giving him the 
space budget planning specification, so that he buys it from us at our 
cost, which is fixed and limited. Then the competitive factors can 
come in, with real competion to build that building on that site, and 
give us the best kind of a lease we can get. 

We have a rental budget today of about $27,500,000. In this year’s 
“ppropriation there is about $5 million of new money to go into the 
extension of the services and the modernizing of facilities. I have 
«analyzed some 300 or 400 of the last 2 years’ cases. We do an aver- 
uge of 10 to 17 leases today in the Post Office Department, per working 
day, which have to be negotiated among older properties, of course. 
But our average rental is 10.68 percent. 

Senator Kucuen. On a 20-year basis? 

Mr. Kies. No. These vary. They run from 1 to 20. 

Senator Kucuet. It is on an average? 

Mr. Kies. The average. 

Senator Kucne.. What is your shortest leasehold ? 

Mr. Kies. We make month-to-month leases, but I am not consider- 
ing those as a lease proposal. I am considering it as continuing from 
month to month, which is a rental—and I differentiate in my thinking 
because you cannot use it as any kind of an index. Our leases run 
from 1 to 20 years. Most of them run about 10. 

Senator Kucuer. About 10? 

Mr. Kres. About 10. 

Senator Kucne,. What would your percentage be, in your judg- 
ment, if you had a 25*year lease-purchase ? 

Mr. Kies. The point I am making is, we pay 10.68 percent. I think 
we could break our rental rate anywhere from 1 to 214 to 3 percent, 
and when we begin to think in terms of having just so much money 
to expend on facilities which we need so badly, that 1 or 2 percent 
means we can spread this money out further and do a better job 
of modernizing our facilities. 

Senator Kucne.. You mean your testimony is that by increasing 
the rental period from a maximum of 20, or an average of 10, to 25, 
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und reducing by 2 to 3 percentage points your periodic payments, 
you can then : acquire title to the property in fee? 

Mr. Kies. The lease purchase would cost us a little more than that. 

Senator Kucue. You are talking about 

Mr. Kres. It is the leasing section ‘of H. R. 6342. 

Senator Kucnet. In other words, the opportunity you would have 
under the bill if you eliminated the ceiling of 20 years entirely ¢ 

Mr. Kies. That is right, and if you gave us authority to go in and 
contro] the land and then sell it off. 

Senator Kucner. What would your figure be under a lease-purchase 
situation ¢ 

Mr. Krier. A lease-purchase situation would run for inteerst and 
amortization about, and this will vary with the market from time 
to time, it may go up or come down, but today I would say it could 
be done for 714 or 7%. 

Senator Kucuen. As against 10 which you pay today ? 

Mr. Kies. This is interest and amortization. 

Senator Kucuet. Yes. 

Mr. Kier. To which we must add 1 percent for maintenance of that 
structure and insurance; to which we must add approximately 1 to 
2 percent for taxes. So that I think on the les ise, that we would prob- 
ably be very fortunate if we were able to reduce that to 91% to 10 
percent. However, at the end of the period the title comes to the 
Government. 

Under the leasing program, of course, taxes are paid, and we think 
they should be paid. We think the municipality should be paid for 
the police protection and the fire protection and the streets we use up. 
I personally feel, after all, we should not take properties off the tax 
rolls if we can avoid it, because we throw the burden back on a single 
municipality when it should be spread over the whole postal system 
and should be reflected in our costs. 

If we go into lease- pure hase, of course, the taxes would be probably 
paid. I understand there are 2 or 3 lines of thinking among our at- 
torneys in that respect, but in my opinion they would probably be 
paid through the life of the contract, and then the property would 
go off the rolls. 

Senator Kucuet. [t would still be an ordinary rental agreement 
until they transferred title to you? 

Mr. Ktes. That is right. 

Senator Gore. It mizht or might not be. 

Mr. Kren. I explained there is a difference of opinion, and I am 
merely giving you my personal opinion. The language of the bill 
prov ides, of ¢ ourse, that taxes shall be paid during the leasing period. 

Senator Gore. Of course, you know there are various ¢ ontracts and 
contract devices designed to affect the relationship of the contract 
to the Internal Revenue Bureau also. 

Mr. Kies. Yes. I have had some experience on the other side of 
those deals. 

Senator Kucnei. Will you proceed, Mr. Kieb. 

Mr. Kies. I would like, if I may, to point out to you that juris- 
dictional questions between committees are none of our affairs and 
we do not want to make it any of our affair. 
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Senator Kucuen. I do not even raise that point. This hearing is 
being held because the chairman of my committee requested it to be 
held. 

Mr. Kren. I just want to point out to you we need these kinds of 
tools if we are going to modernize the Post Office Department and 
service. If we are going to follow the President’s desire that the 
postal service continue with increased efficiency we need this kind of 
tools. 

Over on the House side H. R. 6342 was developed this year. I know 
nothing of the history of the other bills. I would like to hope that 
nothing else would prevent us from getting this kind of legislation. 

Senator Busn. Has this bill been passed by the House ? 

Mr. Kier. H. R. 6342 I understand is on the calendar today. 

Senator Kucuen. Have you concluded ? 

Mr. Kies. Yes. And I have put a complete copy of my statement 


into the record. 
Senator Kucner. A copy of your statement will be made a part of 


the record. ; 
(The statement of Ormonde A. Kieb is as follows :) 


STATEMENT OF Hon. OrMoNpeE A. Kies, ASSISTANT POSTMASTER GENERAL, BUREAU 
OF FACILITIES 


Mr. Chairman, and members of the Subcommittee on Buildings, I wish to 
express the appreciation of the Post Office Department for the opportunity of 
testifying on the bill introduced by Senator Martin, S. 2041, to amend the Public 
Buildings Act of 1949 to authorize the Administrator of General Services to 
acquire title to real property and to provide for the construction of certain public 
buildings for housing of Federal agencies or departments, including post offices, 
by executing purchase contracts, and for other purposes. 

This bill would provide, in substance, for the acquisition of title to real prop- 
erty and the construction of public buildings by the Administrator of General 
Services by means of lease-purchase agreements for the accommodation of 
activities of the Federal Government. This authority would be included in a 
new section 411 to be added to the Public Buildings Act of 1949 (approved June 
16, 1949; 63 Stat. 176). 

Under the language incorporated in section 411 (a) the Administrator would 
be authorized to obtain and provide space, with the approval of the Postmaster 
General, for activities of the Post Office Department. This provision might be 
construed as prohibiting the Post Office Department from obtaining such addi- 
tional space as it may require unless this space was acquired by the Administrator 
through lease-purchase agreements or unless it Was obtained by this Department 
after the Administrator had determined that acquiring property by lease-purchase 
agreements would not be in the best interests of the United States. These 
restrictions would constitute real handicaps in the operation of the Post Office 
Department should the views of the Administrator as to the requirements for 
postal space not coincide with those of the Department. In order to achieve 
efficient and economical operations, the Post Office Department must have free- 
dom to determine its needs for space in any particular area without the approval 
of other departments of the Government whose programs may not be designed 
to take care of the ever-changing needs of an organization such as the Post Office 
Department. 

Subsection (b) of section 411 would authorize the Administrator to exercise the 
powers granted by this subsection with respect to, among other things, “‘prop- 
erties upon which construction is to be subsequently effected in pursuance of 
the termination of applicable purchase contracts.” Subsection (c) would au- 
thorize the Administrator “to bring about the development and improvement of 
any land owned by the United States and under the control of the General 
Services Administration,” including the demolition of obsolete structures or by 
providing for the construction of such other structures and facilities as shall 
be the subject of applicable purchase contracts. Taken together, these provi- 
sions could be construed to repose in the Administrator the authority to make 
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future decisions with reference to the disposition of post office facilities acquired 
under section 411 and th® construction of new ones. These provisions might be 
so construed even though at some future date the Post Office Department might 
be authorized to enter into lease-purchase agreements. 

S. 2041 is similar to the bill introduced in the House by Congressman McGregor 
as H. R. 5406. As this committee no doubt is aware, that measure, H. R. 5406, 
has been superseded by H. R. 6342, also introduced by Congressman McGregor. 

H. R. 63842 combines in one bill, as title I, the lease-purchase provisions re- 
lating to the General Services Administration, and, as title II, the lease-purchase 
and other needed provisions relating to the Post Office Department. 

The provisions contained in the legislation are the result of extended study 
and discussion between representatives of the General Services Administration, 
General Accounting Office, Bureau of the Budget, and the Post Office Depart- 
ment. The legislation has grown out of recommendations made from many 
viewpoints. 

Title I of the legislation relates to matters under the jurisdiction of the Ad- 
ministrator of General Services. 

This title provides, in substance, for the acquisition of title to real property 
and the construction of public buildings by the Administrator of General Serv- 
ices by means of lease-purchase agreements for the accommodation of activities 
of the Federal Government, except accommodations for activities of the Post 
Office Department. This authority would be included in a new section 411 to be 
added to the Public Buildings Act of 1949 (approved June 16, 1949; 63 Stat. 176). 

The exception with respect to accommodations for activities of the Post Office 
Department is necessary to leave the Postmaster General unhampered in the 
performance of the functions vested in him by title II of the legislation. How- 
ever, under the authority contained in subsection (g) of new section 411 of the 
Public Buildings Act of 1949, the [‘ostmaster General is vested with authority 
to utilize the services of the Administrator of General Services in the procure- 
ment of property for postal purposes, when this would be in the best interests of 
the Government. Such authority, of course, is necessary to enable the Post- 
master General to procure space for postal purposes in general purpose Federal 
buildings. 

Title II of the legislation relates to the Post Office Department. 

The purpose and intent of this title is to authorize the Posmaster General to 
enter into two types of leaseholds (lease-purchase and term lease agreements), 
not presently permissive, in the procurement of space to be used exclusively by 
the Post Office Department. 

Historically, the Post Office Department has obtained its space needs through 
Government construction or by rental of privately owned space. With no Fed- 
eral construction of postal space since 1941, the ever-expanding need for the 
several types of modern postal facilities has been met through renting or leas- 
ing prom private ownership. With no appropriations for Government post office 
construction apparent in the foreseeable future the necessity for leasing of postal 
facilities will continue and increase. 

In the interest of better leasing and rental economy it is imperatively impor- 
tant that the Postmaster General be given every device, tool, and technique 
commonly in present use by private business whereby there may be negotiated 
the most advantageous leasehold for the United States Government. 

The provisions contained in title II of the legislation, which are the result 
of extended study and discussion between this Department and representatives 
of the General Services Administration, General Accounting Office, and the 
Bureau of the Budget, will vest authority over the procurement of space to be 
used exclusively for postal purposes in the Post Office Department, the Depart- 
ment which is held responsible to the Congress for the efficient and economical 
operation of the mail service of the United States. 

Under the terms of this title, this Department will be in a position to provide 
much needed space and modern facilities either by lease-purchase agreements 
whereby the title to the property will vest in the United States at the end of the 
lease term, or if more advantageous to the Government, to provide such space 
through term lease agreements. This will enable the Department to take advan- 
tage of competitive open market construction of buildings for postal purposes ; 
take advantage of long-term amortization; take advantage of the use of private 
capital; and obtain control of the best sites available for the purpose desired 
and thus eliminate option speculation. 

The legislation to which I refer, and which has been approved by the General 
Services Administration, Bureau of the Budget, General Accounting Office, and 
the Post Office Department, provides, as follows: 
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“TITLE I—GENERAL SERVICES ADMINISTRATION 


“Sec. 101. The Public Buildings Act of 1949 is amended by (1) redesignating 
section 411 thereof as section 412, and (2) inserting, immediately after section 
410 thereof, the following new section: 

“‘Spo. 411. (a) Whenever the Administrator of General Services determines 
that (1) the needs for space for the permanent activities of the Federal Govern- 
ment in any particular area cannot be satisfied by utilization of any existing 
property suitable for the purpose then owned by the Government, and (2) the 
best interests of the United States will be served by taking action hereunder, he 
is hereby authorized to obtain and provide space for the accommodation of 
activities of the Government in the several States, the District of Columbia, and 
the Territories and possessions of the United States (including Guam), except 
for the accommodation of activities of the Post Office Department, by negotiating 
and entering into purchase contracts, the terms of which shall not be less than 
ten nor more than twenty-five years and which shall provide in each Case that title 
to the property shall vest in the United States at or before the expiration of the 
contract term and upon fulfillment of the terms and conditions stipulated in each 
of such purchase contracts. Such terms and conditions shall include provision 
for the application to the purchase price agreed upon therein of installment pay- 
ments made thereunder including provision for the exchange of surplus real prop- 
erty or real property which may become surplus as a result of such agreement, 
where the Administrator determines that the best interests of the Government in 
economy and efficiency of operation will be served. 

“*(b) The Administrator of General Services is authorized to exercise the 
powers granted in this section with respect to existing properties, including those 
for which conversions, additions, extensions, or remodeling may be required, 
and properties upon which construction is to be subsequently effected in pur- 
suance of the terms of applicable purchase contracts. 

“*(c) The Administrator of General Services is authorized to enter into agree- 
ments with any person, copartnership, corporation, or other public or private 
entity, to effectuate any of the purposes of this section; and is further authorized 
to bring about the development and improvement of any land owned by the 
United States and under the control of the General Services Administration 
including the demolition of obsolete and outmoded structures situated thereon, 
by providing for the construction thereon by others of such structures and 
facilities as shall be the subject of the applicable purchase contracts. 

“*(d) Each such purchase contract shall include such provisions as the Admin- 
istrator of General Services, in his discretion, shall deem to be in the best 
interests of the United States and appropriate to secure the performance of the 
obligations imposed upon the party or parties that shall enter into such agree- 
ment with the United States: Provided, That no such agreement may provide for 
the payment by the United States in pursuance of the terms thereof of moneys 
in an aggregate annual amount in excess of 15 per centum of the appraised fair 
market value of the property at the date of the purchase contract, or in the case 
of property where construction shall not have been completed at that date in 
excess of 15 per centum of the fair market value at the date of completion of 
such construction. 

“*(e) No proposed purchase contract agreement calling for the expenditure 
of more than $50,000 per annum shall be executed under this section unless it 
has been submitted, thirty days prior to its effective date, to the President of 
the Senate and to the Speaker of the House of Representatives for appropriate 
reference to committees. 

“*(f) Funds now or hereafter available for the payment of rent and related 
charges for premises, whether appropriated directly to the General Services 
Administration or to any other agency of the Government and received by said 
Administration for such purpose, may be utilized by the Administrator of 
General Services to make payments becoming due from time to time from the 
United States as current charges in connection with agreements entered into 
under authority of this section: Provided, That no such funds may be expended 
for acquisition of title to the property covered by any such agreement prior to 
the expiration of the contract term specified therein (whether by exercise of 
option to purchase or otherwise) in the absence of specific appropriation of funds 
for such acquisition, which appropriations are hereby authorized: Provided fur- 
ther, That the value of any Government real property to be exchanged under any 
such agreement may be credited at time of exchange to the payments to be made 
by the United States thereunder: Provided further, That Government real prop- 
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erty to be exchanged may be credited in whole or in part to the purchase price of 
the property for which it is exchanged, except that where the amount of the 
credit for the real property to be exchanged exceeds the amount of the purchase 
price, the amount of the remaining proceeds shall, except as provided in section 
205 of the Post Office Department Property Act of 1953, be covered into the 
miscellaneous receipts of the Treasury of the United States. 

“*(g¢) When requested by the Postmaster General, the Administrator of Gen- 
eral Services is hereby authorized to exercise the authority vested in him by 
this section (1) to acquire property for postal purposes, or (2) to provide space 
for postal purposes in buildings acquired under this section for other purposes. 

“*(h) With respect to any interest in real property acquired under the provi- 
sions of this section, the same shall be subject to State and local taxes until title 
to the same shall pass to the Government of the United States. 

“*(j) If any provision of this section or the application thereof to any person 
or circumstances is held invalid, the remainder of this section and the application 
thereof to other persons or circumstances shall not be affected thereby. 

““*(j) (1) Section 302 (c) of the Federal Property and Administrative Services 
Act of 1949 and section 355 of the Revised Statutes, as amended (50 U. 8S. C. 175), 
shall apply to purchase contract agreements entered into under this section, 
except that any such agreement may be entered into and placed in effect after 
request for but prior to receipt of an opinion of the Attorney General with respect 
to the validity of title to the property described therein. 

“*(2) Except as provided by paragraph (1) of this subsection, sections 3733, 
3734, and and 3736 of the Revised Statutes, as amended (40 U. 8S. C. 259; 41 
U.S. C. 12, 14) ; section 1 of the Act of March 3, 1877 (19 Stat. 370; 40 U. S. C. 34) ; 
section 3 of the Act of August 27, 1935, as amended (60 Stat. 257; 40 U. S. C. 304c) ; 
section 407 of this Act; and any other provision of law (except applicable labor 
standards provisions) relating to the acquisition of real property, construction of 
buildings, or leasing of space, shall not apply to purchase contract agreements 
executed under this section.’ 

“Sec. 102. It is not the intention of the Congress that the program authorized 
by this title shall constitute a substitute for or a replacement of any program for 
the construction by the United States of such structures as may be required from 
time to time by the Federal Government. 

“Sec. 103. This title may be cited as the ‘Public Buildings Purchase Contract 
Act of 1953’. 

“TITLE II—POST OFFICE DEPARTMENT 


“Sec. 201. It is the purpose of this title to supplement existing provisions of 
law for the leasing of space for postal purposes by providing authorization for 
the acquisition by the Postmaster General of such space through the execution 
of lease-purchase and other agreements under which the United States will 
obtain immediate use of such space and will make periodic payments, and in 
the case of lease-purchase agreements will obtain title to the property described 
therein at or prior to the end of the term prescribed therein. It is not the 
intention of the Congress that the program authorized by section 202 of this 
title shall constitute a substitute for or a replacement of any program for the 
construction by the United States of such structures as may be required from 
time to time by the postal service. 

“Sec. 202. (a) Whenever the Postmaster General determines that (1) there 
is a substantial need for space for postal purposes in any particular area which 
cannot be satisfied by utilization of any existing property suitable for the pur- 
pose then owned by the Government, (2) the receipts of the post office serving 
such area exceed $10,000 per year, and (3) the best interests of the United States 
will be served by taking action hereunder, he is hereby authorized to obtain and 
provide space for postal purposes in suitable structures of permanent-type con- 
struction in the several States, the District of Columbia, and the Territories 
and possessions of the United States (including Guam), by negotiating and 
entering into lease-purchase agreements, the terms of which shall not be less 
than ten nor more than twenty-five years and which shall provide in each case 
that title to the property shall vest in the United States at or before the expira- 
tion of the leasehold term and upon fulfillment of the terms and conditions 
stipulated in each of such lease-purchase agreements. Such terms and condi- 
tions shall include provisions for the application to the purchase price agreed 
upon therein of rental payments made thereunder. Such payments under any 
such agreement may include amounts for the amortization of the fair market 
value on the date of such agreement of the property described therein. The 
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financial transactions of the Post Office Department with respect to such lease- 
purchase agreements shall be subject to the accounting and auditing require- 
ments of the Post Dffice Department Financial Control Act of 1950 (Act of 
August 17, 1950, ch. 735, Eighty-first Congress, second session). 

“(b) The Postmaster General is authorized to exercise the powers granted in 
this section with respect to existing properties, including those for which con- 
versions, additions, extensions, or remodeling may be required, and properties 
upon which construction is to be subsequently effected in pursuance of the terms 
of applicable-lease-purchase agreements. 

“(c) The Postmaster General is authorized to enter into agreements, with any 
person, copartnership, corporation, or other public or private entity, to effect- 
uate any of the purposes of this section; and is further authorized to bring 
about the development and improvement of any land purchased by the United 
States for postal purposes, including the demolition of obsolete and outmoded 
structures situate thereon, by providing for the construction thereon by others 
of such structures and facilities as shall be the subject of the applicable lease- 
purchase agreement. 

“(d) Each such lease-purchase agreement shall include such provisions as the 
Postmaster General, in his discretion, shall deem to be in the best interest of 
the United States and appropriate to secure the performance of the obligations 
imposed upon the party or parties that shall enter into such agreement with 
the United States. 

“(e) Funds available to the Post Office Department for the payment of rents 
are authorized to be utilized by the Postmaster General to make any payments 
becoming due from time to time from the United States in pursuance of lease- 
purchase agreements entered into under the authority of this title: Provided, 
That no such funds may be expended for acquisition of title to the property 
covered by any lease-purchase agreement prior to the expiration of the lease- 
hold term specified therein (whether by exercise of option to purchase or other- 
wise) in the absence of specific appropriation of funds for such acquisition, 
which appropriations are hereby authorized. 

“Sec. 203. (a) Notwithstanding any other provision of law, the Postmaster 
General is authorized to— 

“(1) negotiate and enter into lease agreements with any person, copartner- 
ship, corporation, or other public or private entity, on such terms as the 
Postmaster General deems to be in the best interests of the United States, 
for the erection by such lessor of such buildings and improvements for postal 
purposes as the Postmaster General deems appropriate, on lands sold, leased, 
or otherwise disposed of by the Postmaster General to, or otherwise acquired 
by, such person, copartnership, corporation, or public or private entity ; 

(2) for the purposes of paragraph (1) of this section, and without regard 
to the Federal Property and Administrative Services Act of 1949 (Act of 
June 30, 1949, ch. 288, Eighty-first congress, first session), as amended— 

“(A) acquire by purchase, condemnation, lease, donation, or other- 
wise, and on such terms as he shall deem appropriate to the best interests 
of the United States, real property and interests therein, for use for 
postal purposes ; and 

“(B) dispose of real property, and interests therein, acquired for 
use or used for postal purposes by sale, lease, or otherwise, on such 
terms as he shall deem appropriate to the best interests of the United 
States. 

“(b) Funds available to the Post Office Department for the payment of rents 
are authorized to be utilized by the Postmaster General for the purposes of this 
section. 

“Sec. 204. The Postmaster General may, at the time he enters into any lease- 
purchase or lease agreement under authority of this title, include in such agree- 
ment a provision for adjustment of the rental paid to any lessor to compensate 
for any increase or decrease in taxes on the leased property. 

“Sec. 205. Amounts received by the Government from sales, leases, or other 
disposals of property acquired in the performance by the Postmaster General of 
the functions vested in him by this title shall be credited to the current applicable 
appropriation of the Post Office Department and shall be available for expendi- 
ture for the purposes of this title. 

“Sec. 206. The Postmaster General shall take title, on behalf of the United 
States, to all real property purchased by him under authority of this title. 
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“Sec. 207. (a) Section 355 of the Revised Statutes, as amended (50 U. S. C. 
175), shall apply to the acquisition in fee simple of real property under this 
title, except that any lease-purchase agreement to acquire real property under 
this title may be entered into and placed in effect after request for but prior 
to receipt of an opinion of the Attorney General with respect to the validity 
of title to the real property described therein. 

“(b) Section 3709 of the Revised Statutes, as amended (41 U. S. C. 5), shall 
apply (1) to the acquisition of real property by lease-purchase agreements, under 
authority of section 202 of this title, and (2) to the lease agreements entered into 
under authority of paragraph (1) of section 203 (a) of this title. 

“(c) Except as provided by subsections (a) and (b) of this section, sections 
3733, 3734, and 3736 of the Revised Statutes, as amended (40 U. S. C. 259; 41 
U. 8S. C. 12, 14) ; section 1 of the Act of March 3, 1877 (19 Stat. 370; 40 U. S. C. 
34); and any other provision of law (except applicable labor standards provi- 
sions) relating to the acquisition or disposal of real property, construction of 
buildings, or leasing of space, shall not apply to any of the functions performed 
by the Postmaster General in effectuating the purposes of this title. 

“Sec. 208. No agreement shall be entered into under this title later than a date 
ten years after the date of enactment of this title. 

“Sec. 209. The Postmaster General shall include in his annual report an account 
of transactions conducted during the applicable year pursuant to the provisions 
of this title. 

“Sec. 210. This title may be cited as the ‘Post Office Department Property Act 
of 1953’.” 

There is no conflict or inconsistency between the provisions of title I and title 
II of the legislation. To the contrary, they present the complete authority neces- 
sary for a well-rounded procurement program. Title I will provide the Adminis- 
trator of General Services with modern tools, and title II will provide the Post- 
master General with modern tools. Both titles will eliminate duplication and 
conflict in operation and will provide flexibility for cooperation between the two 
Departments. 

It is not possible to estimate the savings that will result from the enactment 
of such legislation. However, it is believed that the enactment of such legislation 
will result in substantial savings to the Government. 

This Department strongly favors this legislation and urges its early enactment. 

If S. 2041 is to be considered in lieu of H. R. 6342, it is respectfully recommended 
that S. 2041 be amended to incorporate the language of the legislation set forth 
above. 

Again, Mr. Chairman, I wish to express my appreciation for the opportunity of 
appearing before your committee with respect to this legislation. 

Senator Kucue.. Are there any questions ? 

Senator Gore. I want to suggest that we give the gentleman an A 
on his first appearance. 

Senator Kucue.. Yes. Without objection. 

Mr. Kies. Thank you, sir. 

Senator Kucuen. Thank you very much, Mr. Kieb. 

Mr. John H. Martiny, legislative attorney for the General Account- 
ing Office. 

Do you have a prepared statement to make? 


STATEMENTS OF JOHN H. MARTINY, LEGISLATIVE ATTORNEY, 
GENERAL ACCOUNTING OFFICE; AND GORDON B. RATH, AT- 
TORNEY, OFFICE OF THE GENERAL COUNSEL, GENERAL ACCOUNT- 
ING OFFICE 


Mr. Martiny. I have a short statement. I could submit it for the 
record and discuss the bill; whichever you prefer. 

Senator Kucue,. Why don’t you do that, in the interests of time? 
We are moving along toward noon. 
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(The statement of John H. Martiny is as follows :) 


STATEMENT OF JOHN H. MartTINy, LEGISLATIVE ATTORNEY, GENEEBAL ACCOUNTING 
OFFICE 

This legislation is designed to provide authority for the use of funds appro- 
priated for the payment of rents to acquire space for the permanent activities 
of the Federal Government. The space would be acquired under lease-purchase 
contracts and ultimate ownership of the property would vest in the United 
States. 

The Comptroller General favors enactment of legislation to accomplish this 
purpose, and he believes that, in the absence of an active public buildings con- 
struction program, substantial economies will be possible if the lease-purchase 
program is properly administered. 

There presently are being considered by the Congress several other bills with 
provisions somewhat similar to the provisions of S. 2041. The Comptroller 
General has reported favorably on some of those bills with certain suggested 
modifications. Also, it is his view that 8. 9041 retains adequate financial con- 
trols in the Congress. 

The bill provides for a uniform lease-purchase program for the entire Fed- 
eral Government, including the Post Office Department if the Postmaster General 
approves. 

It requires that a proposed project be eligible under the geographical alloca- 
tion and distribution of buildings set forth in section 102 of the Public Buildings 
Act of 1949. 

It requires application of the installment payments to the agreed purchase 
price. 

It requires a specific appropriation for the final acquisition of title prior 
to the expiration of the specified contract term. 

Also, it specifies a maximum aggregate annual amount which may be paid 
under any agreement. 

I believe it is intended that agreements under this bill be subjected to the 
advertising requirements of section 802 (c) of the Federal Property and Ad- 
ministrative Services Act of 1949 (41 U. S. C. 252). However, on page 5, line 
23, of S. 2041, subsection (g) refers to section 302 (c) of “this Act”, which is 
the Public Buildings Act of 1949. This language I presume will be corrected 
to refer to the Federal Property and Administrative Services Act of 1949. 

As I have stated before, the Comptroller General favors this type of program 
provided adequate fiscal controls are retained by the Congress, and I wish 
to say here that he believes that some of the similar bills do not retain adequate 
fiscal controls in the Congress. However, the ultimate savings to be obtained 
by using this program in lieu of a rental program will depend solely upon 
how well the proposed authority is exercised. This is true under any program 
where such a broad grant of authority as proposed here is given to the head 
of an agency. 


Mr. Marrrny. As you stated, I am John H. Martiny, legislative 
attorney of the General Accounting Office, and I have with me Mr. 
Gordon Rath. He is an attorney of the General Counsel’s Office and 
has quite a considerable experience in decisions of the Comptroller 
General on lease matters. 

If you have any questions at all on leasing, he would be glad to 
answer them, if he can. 

I would like to state the Comptroller’s position on these bills. The 
Comptroller General in the prior Congress and in this Congress favors 
a program of this nature. His interest, of course, is that the Congress 
retain adequate fiscal controls over the program. He believes that 
adequate fiscal controls are retained in this Senate bill 2041. 

Senator Kucuer. Does he make that same comment with respect 
to the House bill we have before us, H. R. 6342? 

Mr. Marriny. No, sir. We have worked with the Post Office De- 
partment; we have worked with the House committees; and we favor 
the program. But we have made ourselves clear all through this 
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process that we do not favor permitting any agency of the Govern- 
ment, and the Comptroller General has made himself clear on this 
through the years, that Congress should not divest itself of this 
appropriation process. 

There is one provision in the House bill, and I assume it is also 
in the Senate bill that was introduced yesterday, that would permit 
the Post Office Department to use the proceeds of the sale of property 
and to put those proceeds in the general supply fund of the Post Office 
Department. Then they could reuse those proceeds without going 
through the appropriation process. The Comptroller General objects 
to that and has objected to it from the beginning, and of course that 
is his suggestion now. 

We do not believe that the House bill or the provisions of these bills 
that apply to the Post Office Department, retain the same controls 
that are present in the bills that are applicable to the General Services 
Administration. 

We in the General Accounting Office, of course, would like to see 
more controls. We would like to see the controls that are in the Gen- 
eral Services Administration bill. We would much favor those. Of 
course, we are not objecting to the program for the Post Office Depart- 
ment because we can see there are some differences there. But the 
only provision we are objecting to now is that provision in there which 
permits them to use these funds. 

Senator Busu. Can you point that out? 

Mr. Martiny. I would be glad to. 

Senator Bus. Do you have a copy of the bill? 

Mr. Marriny. Yes, sir. I have it here. It is on H. R. 6342, page 
12, section 205, reading: 

Amounts received by the Government from sales, leases, or other disposals 
ef property acquired in the performance by the Postmaster General of the func- 
tions vested in him by this title shall be credited to the current applicable appro- 
priation of the Post Office Department and shall be available for expenditure 
for the purposes of this title. 

In other words, if they had a piece of property in San Francisco, 
let us say, with good administration, of course, they would not do this. 
I assume the present administration won’t because they know it is 
involved here, but in the Comptroller General’s Office we see all of 
these various authorities that are given. Over the past years, of 
course, past history will bear us out that some place along the line 
there will be poor administration. If they had a piece of property 
here in San Francisco they could sell it and use the proceeds to buy 
another piece of property some place else. We object to that and 
think it is too much authority. 

Senator Busu. What would you do? Take section 205 out of the 
bill? 

Mr. Marriny. We would recommend that, because the other fea- 
tures of the bill are such that they cannot use their moneys that are 
appropriated for rentals. They know every year they have to come 
back and justify their rental appropriation. If Congress believes the 
program is not progressing fast enough, of course, it is within their 
discretion to give them more money in that rental appropriation to 
speed up the program. In that particular way Congress does have 
some small control over the expediency of the program, 
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Senator Busy. Did you recommend over in the House that this 
section be eliminated ¢ 

Mr. Marriny. We did. It was not in the bill at the time we testi- 
fied. In our testimony we brought all that to the attention of the 
committee to the effect that it would not be in the bill. It was put 
in the bill afterward. It was in an original draft of the legislation 
and we pointed out to all parties concerned at that time we would 
object to it, and it was taken out. 

We told the House committee that the Comptroller General would 
definitely recommend against those provisions whenever it showed up 
in the bill. 

Senator Busu. Is somebody going to move to strike it out there 
today ¢ 

Mr. Marriny. This bill is already on the floor of the House. It 
was reported from the Public Works Committee. We did not appear 
before the Public Works Committee. So you see, we do not really 
have our bar in against this provision up to this point. 

Senator Busu. We understood they were going to take action on 
the floor of the House today on the bill. 

Mr. Martiny. That is right. 

Senator Busu. And I was wondering if you knew whether anyone 
was going to move an amendment to strike it out? 

Mr. Martiny. We have not had the opportunity really to call this 
to the attention of anybody on the Public Works Committee. The 
House Committee on Post Offices and Civil Service are quite aware 
of our stand; and in fact, in informal meetings with the staff and mem- 
bers of the committee we told them the position that the Comptroller 
General would take on this particular provision. 

Senator Kucuer. Are there any other questions? 

Mr. Marriny. We would be glad to discuss anything else in the 
bill or any other feature of that, but that is the strongest point in the 
different bills. 

Senator Busy. Otherwise you think the bill is satisfactory ? 

Mr. Martiny. I would not like to comment on that, Senator. We 
favor the program. Let us put it that way. Personally, at the Gen- 
eral Accounting Office we do not think that this H. R. 6342 is what 
we would call ‘good legislation because of 3 or 4 different features. 
First, it gives the General Services yecnts Nedie Be one program, and 
under that program that cannot, of course, be delegated to the Post- 
master General. Then there is another provision that gives a similar 
program to the Post Office Department; and in that similar program 
of the Post Office Department there are not the same controls retained 
in the Congress over that program of the Post Office Department. 

In addition to that, there is another program which gives the Post 
Office Department unlimited leasing authority. It removes all 
restrictions. 

In the General Accounting Office we do not believe in removing 
all restrictions. Now, that is in the Post Office Department, where 
they can lease for 20 years; and under the new program they could 
lease for 50 or 99 years. 

The history back of the limitations in the use of appropriations will 
bear us out. You asked the question before as to why that 1-year limi- 
tation was in there. In the General Accounting Office we know that 
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Congress has been reluctant to release that control year after year. 
One Congress likes to be able to take its own action in furnishing ap- 
propriations. So that an agency will not go out and bind the Govern- 
ment to a lease for 25 years, and maybe 5 years from now the agency 
is abolished. Of course, that does not happen in the Post Office De- 
partment, so those limitations are not necessarily applicable there. 

Senator Kucuer. Of course, that argument applies with equal per- 
suasion to any lease-purchase recommendations? 

Mr. Marttny. That isright. But here they have to make the recom- 
mendation that a permanent-type construction is to the best interests 
of the Government. When that program is under the control of the 
General Services Administration then they have the flexibility of al- 
lotting that space to another agency that may be in the area. 

Senator Busn. You are not enthusiastic about the bill then, so to 
speak. 

Mr. Marriny. No,sir. We are not in the General Accounting Office. 
We are in favor of a lease-purchase program. Let us put it that way. 
But we are not in favor of-— 

Senator Kucuer. You are in favor of it, but you argue against it a 
little bit. 

Mr. Martiny. Because I think this bill here goes a little further 
than a true lease- pure hase program. A lease-purchase program such 
as is proposed in S. 2041, we would have no objection to whatever. 
In this H. R. 6342 some of that program does not contain all of those 
controls. 

Senator Kucner. But in 8. 2041 it is equally true that up to a 25- 
year period an agency could bind the Government and future Con- 
eresses to a contract. 

Mr. Marriny. That is true. 

Senator Kucuen. So to that extent you take a semi-dim view. 

Mr. Marriny. No. I am not arguing against extending the I-year 
leasing period at all. We are not concerned at all with that release of 
that control. But I could go through the various types of control that 
are in S. 2041, if you would have me. 

Senator Kucuert. Would you do that? 

Mr. Martiny. First of all, you have the provision in there that a 
project must meet the qualifications of the Public Buildings Act, I be- 
lieve section 102. In other words, it has to qualify for congr essional 
districts and the project has to be approved by Congress. That is one 
of the main features. 

Next it requires the application of the installment payments to the 
final fixed valuation. Of course, that is also true in all of the bills. 
But in S. 2041 there is a limitation on the maximum aggregate amount. 
A 15 percent limitation is there which does not appear in provisions for 
the Post Office Department. 

I believe those are the two main features. First, the program must 
be approved by the Public Buildings Act; and, second, there is an 
aggregate limitation on the amount of rentals. It is 15 percent of 
the fair market value. 

Senator Busu. And you favor it? 

Mr. Martiny. The Comptroller General would take a position and 
he would favor the Senate bill that is under consideration here this 
morning. 
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Senator Busu. But that does not give the Post Office Department 
the authority they seek ¢ 

Mr. Martiny. No. It does give by delegation of authority, and 
it would give them a lease-purchase program in conjunction with the 
General Services Administration. In other words, the authority in 
S. 2041 could be delegated to the Postmaster General. 

Senator Busu. Oh, it could? 

Mr. Martiny. Under the Federal Property Act. 

Senator Busu. So that he would have the same authority for lease- 
purchase agreements that he would have under this if he got it from 
the General Serviees Administration ¢ 

Mr. Martiny. That is right. 

Senator Busn. We have to get it from them ? 

Mr. Martiny. That is right. 

Senator Busu. I suppose the Post Office Department would not like 
that too well. 

Mr. Martiny. I would not like to answer for them on that, sir. 

Senator Busu. On the other hand, looking at it over a long period 
of years, it is not such a bad idea. 

Mr. Martiny. We do believe, from our audit particularly, some 
of our men have reported to me that it would appear that it would 
be economical for the Government to give the Post Office Department 
control over their programs. I am sure we could substantiate that. 
I mean, they know what they want and where they want it; and they 
do not have to rely on some other agency to get their money for them, 
which they would have to do almost under a program controlled by 
General Services Administration. 

In other words, a lot of times in their repairs it has been called to 
their attention where, in order to have some repairs at a particular 
post office, they have to rely on the General Services Administration 
getting money for those repairs in some cases, whereas in a program 
completely under the control of the Post Office Department they could 
control that and push a particular project if they thought it advan- 
tageous to the Government. 

Senator Kucuen. Is that all? 

Mr. Martiny. Yes, sir. 

Senator Kucugt. Thank you. Mr. Randy H. Hamilton, director 
of the American Municipal Association Washington office. 


STATEMENT OF RANDY H. HAMILTON, DIRECTOR OF WASHINGTON 
OFFICE, AMERICAN MUNICIPAL ASSOCIATION 


Mr. Hamitron. I am Randy H. Hamilton, the Washington office 
director of the American Municipal Association, an association of 
nearly 12,000 municipalities in 43 States. I should like to make an 
off-the-record comment to begin with if 1 may, Senator. 

Senator Kucuen. Go ahead. 

( Discussion off the record. ) 

Mr. Hamutron. In view of the shortage of time, I shall confine 
my remarks to two phases of S. 2041. I will read somewhat exten- 
sively from my prepared statement because the American Municipal 
Association considers this a very extraordinarily important matter. 

First, as to the question of policy being newly forged by this bill 
and, second, as to its specific provisions. 
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Speaking to my first point, we question the wisdom of establishing a 
new “Federal policy of lease-purchase agreements which ms akes it 
easier to remove property from local tax rolls. The Federal Gov- 
ernment already has the power of eminent domain. It has the full 
and complete power of condemnation to accomplish the same purposes 
as set forth in this bill. But what the bill does is to afford an easy- 
payment plan, a no-money-down plan, a so-called lease-purchase plan 
not only to build new buildings but to buy buildings which are already 
standing, in use, and paying local taxes. 

Stress should be laid upon the fact that S. 2041 applies not only to 
new construction but also to buildings already standing. 

Senator Bus. When would they come off the tax rolls? 

Mr. Haminron. According to this bill, at or before the expiration 
of the lease term. 

Senator Kucuer. Now, will you point that out? 

Mr. Haminton. Yes, sir. Line 21, page 2. Presumably tax prop- 
erty could come off the tax rolls on payment of the first month’s rent. 

Senator Busn. Where is that? 

Mr. Hamiuron. Page 2, line 21. 

Senator Busi. Read the language. 

Mr. Hamitton. Yes, sir: “by negotiating and entering into pur- 
chase contracts, the terms of which shall not be less th: an,” I presume 
10, “or more than 25 years.” 

Senator Busu. Which bill are you looking at ? 

Mr. Haminton. 8, 2041, 

Senator Busu. Allright. Start it again. 

Mr. Haminron. Page 2, line 17: “by negotiating and entering into 
purchase contracts, the terms of which shall not be less than,” I pre- 
sume 10, “or more than 25 years and which shall prov ide in each case 
that title to the property shall vest in the United States at or before 
the expiration of the contract term and upon fulfillment of the terms 
and conditions stipulated in each of such purchase contracts.” 

Senator Kucue.. Do you think that means, when it says “and,” that 
you have two conditions? I am not unsympathetic with what you are 
going to say, but I am inclined to disagree with you on this point 
because I doubt under the most liberal lease- purchase legislation you 
could have that I would let the Government take title away from me 
before they had given me the money I had decided I wanted to have to 
enter into such an agreement. 

And here you have the tail end of that sentence: “and upon the ful- 
fillment of the terms and conditions stipulated in each of such purchase 
contracts.” 

Mr. Haminron. May I come back to that point a little later in my 
testimony? I mention it in the light of another point we make. 

Now, just what is the need of this new policy? This committee 
should very seriously consider the matter of making it easier and easier 
for the Federal Government to acquire property which is tax-exempt 
from local levies. Is that leasing system ineffective? On the contrary, 
Mr. Johnson, the General C ounsel of the General Ac counting Office, in 
poet before a committee last year on H. R. 6839—which is prac- 

rally ‘the same bill as the one now before you—speaking to this noint 
oie: 

The lease agreements have been generally effective, especially in the case of the 
Post Office Department. 
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If this is true, why forge a new policy? 

Taking property or a building off the local tax rolls does not lessen 
the need of nor demand for services to the buildings or property and 
to the occupants thereof. I won’t bore you with a listing of those 
services and a repetition of what they are. You are familiar with 
them. You use them daily. You would not do without them. And, 
indeed, it is inconceivable that, living in our urban country as we do, 
we could do without them. 

Taking the building off the tax rolls does not lessen the demand for 
municipal services, but it does seriously lessen the fiscal resources upon 
which the city has to draw to provide those services. I do not need to 
belabor the point here that over 70 percent of local general-fund rev- 
enues come from the tax on real property. Tax-exempt property in 
our cities is causing a greater and greater hardship. And this bill is 
designed specifically for the purpose of acquiring prime downtown 
office buildings and huge parcel-post warehouses in our cities. 

The testimony of the Commissioner of Public Buildings last year 
and just 2 weeks ago on H. R. 570 indicated that they were not con- 
cerned with the small rural post offices with reference to this new 
policy. 

I might add in answer to Senator Gore’s question that was reiterated 
this morning. 

He stated that the primary thinking in regard to it was with refer- 
ence to the abatement of the difficulties of the larger parcel-post sta- 
tions in the big cities. So we are faced here with the prospect of more 
und more tax exemption in our cities on Federal property. 

Still speaking on the subject of the wisdom of this new policy, 
I presume that this committee agrees with the policy recommended 
by the Hoover Commission which recommended : 

(2) That the tax systems—national, State, and local—be revised, and that in 
this revision every effort be made to leave to localities and States adequate 
resources from which to raise revenue to meet the duties and responsibilities of 
local and State governments. 

I submit that this new policy would be in direct conflict with that 
statement. 

Senator Busu. May I interrupt there? 

Mr. Hamiutron. Yes. 

Senator Bus. Did the Hoover report go so far as to indicate that 
these Federal buildings in our big cities and municipalities should 
remain on the tax rolls ? 

Mr. Hamirron. No, sir. They did not get into the specific problem 
of Federal property. 

Senator Busu. Was that question specifically considered by the 
Hoover Commission ? 

Mr. Hammon. Yes. 

Senator Bus. Were you with this association at that time ? 

Mr. Hamirron. I wasacity manager at that time. 

Senator Busn. You were not doing this particular work then? 

Mr. Hamiuron. No, sir. But the whole problem of State-local- 
Federal fiscal resources was considered, and that was the conclusion 
which I have quoted here. 

Senator Busn. I mean, parenthetically, I feel very sympathetic, as 
Senator Kuchel does, to this business of taking the property off the 
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local tax rolls. I have begun to wonder why it is the Federal Govern- 
ment does not pay taxes on these buildings in these cities. There is so 
much, and it amounts to so very much, 

As the preceding witness said, they do wear out an awful lot of 
streets, and demand an awful lot of protection, and service, and so 
forth, and do not pay a darned thing. I am wondering what the 
theory behind itis. Excuseme. Go ahead. 

Mr. Haminron. I presume that this committee agrees with Pres- 


ident Eisenhower who in his message to the Congress pointed out 
that— 


the matter of the adequacy of fiscal resources available to the various needs of 
government to discharge their proper functions must be carefully explored. 

I submit that this new policy would be in direct conflict with that 
statement. 

I presume that this committee agrees with the statements of the 
Honorable Robert A. Taft, distinguished Senate leader, when he testi- 
fied before a congressional committee 2 months ago on his bill, S. 1514. 
I submit that this new policy would be in direct conflict with his 
statements as found in the committee documents reporting those hear- 
ings. 

I presume that the Republican members of the committee agree with 
the statement in their party platform: 

An immediate study directed toward reallocation of fields of taxation between 
Federal, State, and municipal governments so as to allow greater fiscal freedom 


to the States and municipalities * * * and enabling the various divisions of 
government to meet their obligations more efficiently. 


I submit that this new policy would be in direct conflict with that 
statement. 

I presume that the Democratic members of this committee agree 
with a similar statement in their party’s national platform. 

S. 2041, in its present form, runs directly counter to all of the ex- 
pressions of philosophy which I have just listed for you; namely, 
that it is good policy to leave to local government its tax resources. 
The major tax resources of local government are taxes on real prop- 
erty. Or, putting it another way, it is bad policy to chip away at local 
tax resources. 

S. 2041 puts in the hands of Federal bureaucrats a well-sharpened 
axe in the form of a new policy which does not now exist, to chip away 
at this tax-resource structure. The American Municip: al Association 
car come to no other conclusion than that the adoption of S. 2041 
would be the adoption of bad policy. 

Now if I may speak briefly to the second of my two points, that is, 
our strenuous objections to the p passage of the bill in its present form, 
IT know that the members of this committee are sympathetic to the 
subject of the just demands of local government for payment in lieu 
of taxes by the Federal Government to local government. You have 
all expressed this opinion both orally and in writing. But you also 
may feel that the subject should not be brought up in this specific con- 
nection; that it is not germane to this bill; that the subject is too 
broad; requires too much study; has so many ramifications that we 

cannot take time to consider it now. I agree that this subject is one 
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of the most difficult which the Congress will ever be called upon to face. 
But face it you must, some day. 

I urge you not to take any action which would create an even greater 
snarl in this already knotty problem. Do not make your job of un- 
raveling the pay-in-lieu mess any harder by passing this bill in its 
present form. The place to start tackling the pay-in-lieu problem 
is here, today. The time to start tackling it is now, today. The bill 
to start tackling it with is S. 2041. 

Why not make the job of coming to grips with the pay-in-lieu prob- 
lem easier, rather than harder? We will never be able to solve the 
problem if each session of Congress sees the passage of new bills con- 
taining new policies which do not face up to the issue squarely, which 
dodge it and whose proponents say that they are sympathetic to the 
demands of local government for pay-in-lieu of taxes but “my bill 
is not the place to start.” 

I submit that before one can run, one must crawl. Before we can 
solve the pay-in-lieu problem in toto, we must make certain that no 
additional bills are passed which make the problem harder to solve. 

Senator Kuchel, coming back to the point we made originally. 

Senator Kucuet. Yes. 

Mr. Haminton. The bill in its present form leaves quite serious 
doubts as to whether or not the precedent already established by the 
Federal Government regarding tax payments on title to which it has 
already taken partial title may not be followed. You are quite 
familiar with that problem in San Diego I know. 

Senator Kucne.. That was not a real property problem though, 
was it? Weren’t we talking there on 
Mr. Haminron. On personality ? 

Senator Kucnen. Yes. 

Mr. Hamitron. But I think you will find in Detroit—and I am 
quoting the partial contract type of clause in this testimony—not only 
is it real property, but personalty was also involved. 

Senator Kucuen. The contention has been made, I suppose, to the 
extent the Federal Government has an equitable interest, to that extent 
the value is decreased for ad valorem purposes. 

Mr. Hamiuron. That is correct. I refer to the practice of removing 
property from local tax rolls, upon which partial payment has been 
made under contract clauses which read as the following typical 
clause reads: 





The contracting officer may, from time to time, authorize partial payments 
to the contractor upon property acquired or produced by it for the performance 
of this contract; * * * upon making of any partial payment under this contract, 
title to all parts, materials, inventory, work-in-progress and nondurable tools 
therefore acquired or produced by the contractor for the performance of this 
contract, and properly chargeable thereto under sound accounting practice, shall 
forthwith vest in the Government; and title to all like property thereafter 
acquired or produced by the contractor for the performance of this contract and 
chargeable as aforesaid, shall vest in the Government * * *. 

Senator Busu. Wait a minute. 

Mr. Hamitron. Suppose a man builds a building, and he has brick, 
sand, and mortar, and whatever else it takes to go into it, standing on 
the lot. He is a contractor building the building under the lease- 
purchase plan. Is there any provision in this bill which provides 
that this already established precedent, particularly in regard to the 
Department of Defense, will not be followed ¢ 
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Senator Busu. I was going to ask you what this quotation is from. 

Mr. Hamixton. It is a quotation from the standard contract being 
written by the Defense Department. 

Senator Busu. For the acquisition of materials of war? 

Mr. Haminron. And property. 

Senator Bus. And so forth, for defense. I do not think that is 
quite in point here, I must say. I would say that if it was applied to 
a building which you are buying on a lease-purchase agreement which 
remains in the name of the original builder, or owner, who is the 
lessor—I cannot believe this would apply to that until title transfers 
to the Government. 

Senator Kucuer. You have to use two different lines of thought. 
There are some court decisions that hold that to the extent, in the 
purchase by veterans of homes, where there is a refinancing and where 
title remains in the public agency, that the local assessor has no right 
to utilize the equitable interest of the purchasing veteran as a basis for 
ad valorem taxes. 

Which as a matter of fact, now that I say it, means that the position 
you take is true. Those are are only two things [ can remember. In 
other words, you make the point. 

Mr. Hamitron. We make the point, and Senator Bush’s comment 
being in the record, perhaps it indicates an inclination of the com- 
mittee. That satisfies us. If I am not mistaken, it is certainly not 
your opinion, Senator, that this type of clause should be applied to 
this type of contract. 

Senator Busu. I certainly do not think so from what I know of it 
so far. It would seem to me highly inequitable if that type of clause 
were in. 

Mr. HAamiuron. That has been our point. It is not in the bill and 
we want to bring it up. Coming back to the fact that this new policy 
does not make any provision for payment in lieu, we suggest an amend- 
ment to the bill. 

As I said, §. 2041 contains no provisions or safeguards that this 
already established precedent will not take place in reference to this 
property. As a matter of fact, we are not at all sure but what the 
Comptroller General will require that such a clause be inserted. 
Indeed, the bill contains the specific language that title to the property 
shall vest in the Government “at or before” the expiration of the lease 
terms. 

And I suggest that this committee is not at all sure either, since I 
am informed that the Comptroller General’s Office has not given an 
opinion on this matter in connection with this bill. I suggest that 
before the bill is adopted in its present form, this matter be checked 
into and made a part of the record. 

In view of the fact that you are here considering a new policy with 
regard to land and building acquisition, we again stress the fact that 
now is the time to make provision for payments to local government 
for services performed on behalf of that property. ‘The time to face 
up to the problem and to meet the issue is today, here, now, while you 
are considering new methods of getting the property you need for 
Federal functions. 

Accordingly, we suggest that the bill be amended so that taxes 
on property acquired under this new policy will be paid to local gov- 
ernment. Or, at least, payments to local government for services to 
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that property be authorized in some way. We know that many broad 
questions must be decided before a general overall policy is achieved 
by the Congress. However, it is always better to do a thing right 
from the beginning. Accordingly, with respect to property acquired 
under this new policy, we suggest the following amendment: 

Consent is hereby given to any State or local government to tax property 
acquired under the provisions of this act, the title to which property vests in 
the United States pursuant to the provisions of this act. Such property may be 
taxed to the same extent and in the same manner according to its value as if 
it were privately owned. Any such tax shall be based upon an assessed valuation 
which does not represent a larger percentage of true value than is used by assess- 
ing authorities in valuing property generally for tax purposes within the taxing 
jurisdictions. 

Senator Busu. You would like to see that made an amendment? 

Mr. Hamiuton. Yes, sir. 

Senator Busu. I would certainly be in favor of the principle of 
the thing. Go ahead. 

Mr. Hamitron. I should like to make several other brief but im- 
portant points. 

The title of this bill should not be lease-purchase at all. It is 
no such thing. It is a purchase agreement that is being entered into. 
There are no options in the bill to allow the Federal Government to 
lease or purchase. The authority contained in this bill only applies 
to property which will ev entually be purchased, not leased. 

It is suggested that this title be changed so as to show the bill in 
its true light, namely, a bill to allow ‘the Federal Government to 
purchase property on a no-money-down basis. 

Unlike the Federal Government’s requirements for individual prop- 
erty owners who, according to Federal regulations, must put a size- 
able percentage of the purchase prise of property into the property 
as a down payment, this bill takes as its philosophy the fact that it is 
not good policy to require down payments. 

I suggest that this blows hot and cold on the same issue. If it is not 
good policy to require the Federal Government to ~ ut up a substantial 
down payment on its real property acquisitions, why is it good policy 
to require individuals to do so, when they purchase homes with FHA- 
insured and veterans’ loans? 

Senator Busu. May I interrupt? 

Mr. Hamirron. Yes. 

Senator Busu. It seems to me you are arguing against yourself 
there. You want the title to remain in the hands of the municipality 
after 25 years so it won’t be taken off the tax rolls. Now you are 
saving it ought to shift instantly. 

Mr. Hamitron. No. I am throwing out various questions. 

Senator Bus. Do you see my point? 

Mr. Hammton. I see your point. 

Senator Bus. Don’t you think my point is well taken? 

Mr, Haminton. I do. 

2. This bill gives a Federal administrator power to encumber the 
Federal Government for untold millions of dollars with absolutely no 
congressional control. The General Services Administration Admin- 
istrator does not have to report to the Congress his lease-purchase 
agreements unless they total over $50,000 per year. In other words, 
he can make any number of lease-purchase agreements for $49,000 per 
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year without approval of the Congress or the Bureau of the Budget. 
A 25-year lease, for $49,000 per year comes to roughly $1,250,000. 
Does this committee propose to allow a Federal administrator the 
power to make such leases, with no prior congressional approval? If 
so, how many can he make? Five, ten, a hundred, a thousand? There 
is no control in this bill over that matter. And testimony before the 
House Public Works Committee on H. R. 5406, which is practically 
the same bill you now have before you, indicated that the Post Office 
Department alone processes 17 leases per day. 

Senator Busu. But there would be control over the matter in the 
appropriation bill, would there not ? 

Mr. Hamiron. That is the next point I am getting to, sir. 

This bill allows a Federal bureaucrat to throw a budgetary 
shadow over the appropriations of each and every Federal agency for 
a period as long as 25 years. I submit that this is not good public 
administration. The point being, if he makes a lease for $49,000 with 
no congressional approval and no approval by this committee, when 
you come up for your appropriations the Appropri: tions Committee 
has no objection. That is a signed contract of the Federal Govern- 
ment. Congressional control has been wiped out and disappears. 

Senator Busi. There is nothing new about that at all. ‘There are 
lots of fixed expenses set up that come before the Appropriations Com- 
mittees every year. Those are fixed, just like the interest on the public 
debt. 

Mr. Hamiuron. That is right. 

Senator Busn. There is nothing new about that. 

Mr. Haminron. It is a question of whether you want to advocate 
any more of those rights. 

You all know the dangers of encumbering departmental appropria- 
tions for long periods in advance. Certs uinly this is an abdication 
of the right of the Congress to decide for itself appropriations for the 
various Federal agencies. If a large number of these lesses are 
signed, then you are burdening and encumbering your appropriations 
with fixed charges over which the Congress has no effective control 
for as much as a quarter of a century in advance. 

Senator Busn. In view of the fact that they have now the right to 
lease up to 5 years in the Post Office Department 

Senator Kucuen. Twenty in the Post Office Department. 

Senator Busu. Where is it 5 years? 

Senator Kucue.. The General Services Administration. 

Senator Bus. Yes. They have the right to lease up to 5 years. 
This is no change in principle. 

Mr. Hamirron. May I come to No. 6 and point out there are no 5- 
or 20-year leases in question. All leases are 30-day leases. There is 
a 30-day cancellation clause in all of the leases. 

Mr. Reynoxps. No. 

Mr. Hamiton. Isn’t it standard practice for most of the leases to 
have that ? 

Mr. ReyNoxps. You cannot get anybody to sign a 5-year lease and 
put a 30-day cancellation clause in there. 

Senator Kucuet. Let us watch the record a little bit. If there is 
any dispute on that statement I would like to have it cleared up on 
the record. 
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Mr. Hamiuron. Coming back to point No. 4, Senator, I will read 
ths - 

This bill does not require the Administrator to seek prior ap- 
proval of these leases if they are under $50,000. What about those 
which are over $50,000% All he has to do is send up his intention to 
the Speaker of the House and the President of the Senate, and wait 
30 days. If no refusal comes back, he can proceed with the lease, 
signing for whatever amount he deems siiekaiite, And since there is 
no provision in the bill this notice to Congress has to be sent up while 
the Congress is in session, we submit that he can make any number of 
leases while the Congress is not in session, with no effective control 
over his actions. 

There is the question of whether or not this bill is at all neces- 
sary. Is it the plan to continue indefinitely expanding the activities 
of the Federal Government with a consequent need for acquisition of 
more and more space for Government employees and activities? Local 
government hopes that this is not so. 

Senator Busu. I would like to say right there I do not think this 
necessarily applies to expanding ac tivities. All buildings are wearing 
out allof the time. It is always a question of replacement and always 
a question of modernization. I do not think that is a very strong 
point. Go ahead. 

Mr. Hamurron. 6. Finally, there is the question of whether or not 
this bill would save any money for the Federal Government. The 
point has been made here this morning that the bill is necessary in 
order to prevent high-price leases because those who lease space to the 
Federal Government have no assurance that the Government will re- 
main their tenant, so they charge high annual rentals in order to be 
certain of making a profit. So, the contention goes, if we allow the 
renters to have a 25-year lease which they can count on as a sure thing, 
then the annual unit cost will be less. This is sheer sophistry. I am 
certain that this committee will not authorize any leases on the part of 
the Federal Government which do not contain a 30-day cancellation 
clause. This is standard Federal practice and procedure. Conse- 
quently, we do not have a 25-year lease—we have a 30-day lease, exactly 
the same as we now have. It is doubtful, therefore, that any money 
will be saved. 

For these reasons we suggest that this bill receive an unfavorable 
report by this committee. 

I shall be glad to try to answer any questions you may have. Thank 
you for your courtesy. I realize I took up a good amount of your 
valuable time, but the issues were important enough i in our opinion to 

warrant it. 

Senator Kucner. Are there any other questions? 

Senator Busn. I do not think I have any more questions. 

Senator Kucner. All right. Thank you, Mr. Hamilton. 

So that we may have on the record what the differences are with 
respect to the suggestion of the 30-day cancellation clause, is there 
anyone here who would want to come forward on that one point? I 
think it is relatively important to clear it up so far as there is any 

haziness on it. 
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FURTHER STATEMENT OF W. E. REYNOLDS, COMMISSIONER OF 
PUBLIC BUILDINGS SERVICE 


Mr. Rrynoups. We enter into leases beyond 1 year. One to five 
years, and 5 years is the maximum in our legis lation. That is a firm 
time. We do enter into m: iny leases that are yearly leases; and where 
we can and where we think that there may not be a continuing de- 
mand, we attempt to get into the lease a 30-day cancellation clause, 
but we do not rent for a period of longer than 1 year unless we are 
assured that there will be a continuing demand for the term of the 
lease, and that is drawn in the form of a firm contract. 

Senator Kucuen. Do I understand that you resort to the use of the 
30-day cancellation clause only in those leases which are not more 
than 1-year duration ? 

Mr. Reynotps. That is right. It is very often written into a 1-year 
lease, but a lot of those do not have the clause because the owner will 
not rent with the 30-day clause in it. But where he is agreeable to it 
we will put it in on the short-term leases. 

Senator Kucue:. Thank you very much. 

Senator Busn. Could I ask him a question off the record ¢ 

Senator Kucuen.. Yes, Senator. 

(Discussion off the record.) 

Senator Kucuen. Mr. Snyder. 


STATEMENT OF CALVIN K. SNYDER, SECRETARY, REALTORS’ 
WASHINGTON COMMITTEE OF THE NATIONAL ASSOCIATION OF 
REAL ESTATE BOARDS 


Mr. Snyper. Mr. Chairman, for the purpose of saving time, if it 
meets with your approval I will just file my statement and speak for 
just a moment to 2 or 3 of the issues. 

Senator Kucnet. Fine. Without objection, your statement may be 
included in the record. 

(The statement of Mr. Snyder follows :) 


STATEMENT OF CALYIN K. SNYDER ON BEHALF OF THE NATIONAL ASSOCIATION UF 
Reat Estate Boarps 


Mr. Chairman and members of the committee, I am Calvin K. Snyder, Secre- 
tary of the Realtors’ Washington Committee of the National Association of 
Real HEstate Boards. Our committee is the legislative arm of the national 
association. We have boards located in each of the 48 States with a total 
membership in excess of 50,000. 

Our authority to offer testimony on S. 2041 is contained in a resolution adopted 
by the association’s board of directors at its meeting held February 3, 1953, 
in Washington, D.C. The resolution reads as follows: 

“Increased ownership of real property by the Federal Government is having 
a serious effect on local tax structures. We believe that the Federal Govern- 
ment should not continue to expand its property ownership to the detriment 
of homeowners and others who must bear the increased burden resulting from 
this constant removal of property from the tax rolls. 

“We therefore urge support of legislation which will provide, with certain 
exceptions such as nonincome producing public lands, for the local taxation of 
properties owned by the Federal Government.” 

Our association is keenly interested in any type of legislation which will 
improve Government administration, reduce Federal expenditures, and invest 
more authority and responsibility in State and local governments. However, 
we should like to call the committee’s attention to several provisions of S. 2041 








S4 AMENDING THE PUBLIC BUILDINGS ACT OF 1949 


that set new precedents and might have far-reaching impact upon the financial 
picture of local governments. . s 

The American Municipal Association, whose membership comprises mayors 
and municipal officials of both large and small communities throughout the 
Nation, estimates that more than 70 percent of tax revenues are obtained from 
real estate. In other words, the police department, fire department, sewerage 
and sanitation, schools and other housekeeping necessities of municipal opera- 
tion obtain more than two-thirds of their budgets from real-estate taxes. 

We view with increasing concern the trend toward removing property from 
local tax rolls by reason of Federal ownership. The Bureau of Census in its 
report, Governmental Debt in 1952, states that governmental debt as of June 
30, 1952, for cities was $12,437,000,000 and total indebtedness for local govern- 
ments reached a new, record level of $22,600,000,000. The report states, “This 
compares with the total of $16.7 billion reported for 1932 and 1940.” 

The Tax Foundations, based upon data of the United States Commerce 
Department, tells us that expenditures by local governments in 1952 were 
$10,800,000,000. Tax receipts in the same year were $9,400,000,000. It is esti- 
mated that approximately the same relative deficit position will exist in expendi- 
tures and receipts for 1953. 

In Executive Communication No. 722, dated August 16, 1951, in respect to 
payments in lieu of taxes, F. J. Lawton, then Director of the Bureau of the 
Budget, wrote: 

“Local governments depend upon property taxation for more than half of 
their total revenues, so that they are particularly concerned when the Federal 
Government acquires real estate and thereby removes it from the property 
tax base while at the same time activities on or associated with the Federal 
property may impose service burdens upon these local governments.” 

May we say at the outset that we are not questioning the objective of 8. 2041 
in authorizing an agency of the Federal Government to acquire title to real 
property. We do believe, however, that extensive study should be given to the 
precedent being established by this-bill in acquiring such property and the local 
loss of income which will be suffered as the result of Federal ownership. 

In the first place, what is the actual need for the provisions of S. 2041? We 
have read Senate Report 318, accompanying S. 690, which sought to achieve 
comparable objectives to those of S. 2041. We have studied House measures 
including the omnibus measure just approved by the House Committee on 
Public Works, H. R. 6342. We have studied the testimony which was offered 
last year on similar legislation. We find several reasons being advanced by 
spokesmen for the Federal agencies justifying the need for S. 2041 and related 
measures, about as follows: 

1. That the Federal Government is tired of paying rent to private owners for 
space it occupies and that S. 2041 and comparable measures would provide the 
vehicle for Federal agencies to acquire homes of their own and pay for them 
like rent. 

2. The restrictive provisions of section 4 of the Federal Property and Admin- 
istrative Services Act, as amended June 14, 1946, and section 407 of the same 
act, as amended June 16, 1949, confines leased space to be occupied by a Gov- 
ernment agency outside of the District of Columbia to a period of 5 years, or 
if in the District, to a period of 1 year. The contention is that private industry 
cannot provide sufficient public buildings on the short-lease periods and there- 
fore the 8- to 25-year lease-purchase proposal is offered as a special inducement, 
with the Federal Government taking title in accordance with a purchase agree- 
ment with a term of not less than 8 years or more than 25 years after its signing. 

Our association strongly advocates homeownership, and if it is desirable for a 
Federal agency to own a home of its own it certainly has our blessing—provided 
that it assumes the responsibility of homeownership comparable to that of other 
property owners. 

In other words, a homeowner pays real estate taxes to maintain the schools, 
police and fire department, and other segments of municipal operation. We 
recognize the standard arguments against ad valorem taxes assessed against 
the Federal Government. However, we respectfully submit that if ownership 
of Federal property is acquired under the provisions of 8. 2041, or similar legis- 
lation, and the property requires services such as police, fire, sewerage, water, 
safety, schools, ete., then payment for such services should be made to the 
local community equal to what the tax would be. This is what we mean by the 
responsibilities of homeownership. 
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We asked our local real-estate boards in 40 cities and counties located in 27 
States to ascertain how much tax revenue their cities would receive if tax- 
exempt federally owned real property were privately owned, They were asked 
specifically to exclude Federal court buildings, National Guard armories, and 
post-office buildings. Twenty-three of the reporting cities and counties reported 
tax losses of more than $100,000 annually and 5 of these cities reported tax 
losses of more than $1 million annually. 

More than half of the reports listed military installations as being among the 
major tax burdens. In some instances local taxing officials supplied the re- 
quested data. They are marked on the attached list with a single asterisk. 
Other reports were made by local real-estate board officials after consultation 
with local taxing officials and public-housing authorities. 

Melville Southard in the spring of 1953 issue of the Record, official publication 
of the Real Estate Board of New York, Inc., reports: 

“The assessed valuation of New York City real property which is exempt from 
real-estate taxes reached the staggering amount of $7,000,255,000 for the tax 
year 1952-53. This is 26.5 percent of the total final assessment roll of $26,425,- 
714,805 and unless the trend is halted, exemptions may be the straw which breaks 
the financial back of the city. * * *” 

Mr. Southard lists the United States Government as owning $351,634,500 of 
assessed valuation of exempt property for the tax year 1952-53, in New York 
City alone. 

We hesitate to recommend use of the term “in lieu” payments of taxes on the 
property to be acquired by the Federal Government. The reason is that Public 
Law 171 of the 8ist Congress provides that payments up to 10 percent of the 
net shelter rent of public-housing projects may be paid in lieu of taxes to a local 
community. Of course, the in-lieu payments vary from city to city. Here are 
specific examples: In Louisville, Ky., if the present public-housing projects were 
privately owned they would be taxed in the amount of $418,581. They pay in 
lieu of taxes only $83,242 annually, resulting in a tax loss to the city of Louis- 
ville of $335,339. The city and county of San Francisco report a loss of $264,408.49 
from public housing alone. Denver, Colo., has a net loss of $240,450; Birming- 
ham, Ala., $233,562.70. 

Now as to the new precedent to be established by the Congress if S. 2041 
and/or comparable legislation is approved. S. 2041 provides that the General 
Service Administrator is authorized to obtain and provide space for the accommo- 
dation of activities of the Government both in and outside the District of Co- 
lumbia including, and with the approval of the Postmaster General, activities 
of the Post Office Department by negotiating and entering into purchase con- 
tracts. The terms of the contract shall not be less than 8 years nor more than 
25 years and provide in each case that title to the property shall vest in the 
United States at or before the expiration of the contract term and upon ful- 
fillment of the terms and conditions stipulated in each contract. 

This means that the Federal Government would be required to take title to 
every piece of property involved in the program outlined on page 2 of 8S. 2041, 
lines 17 through 23. Why shouldn’t this be left flexible so that the Government 
could purchase or lease, whichever would be more advantageous to the Federal 
Government. We doubt very much if the terms of amortization of a contract 
were extended as long as 25 years that the builder would object to retaining 
title to the property. Certainly the Federal Government should not be forced 
into purchasing every one of these properties. 

One of the most fundamental reasons why consideration should be given to 
S. 2041 upon established precedents is the very fact that present statutes—with 
one exception—which provide for strict congressional control over property ac- 
quisition by Federal agencies are specifically set aside. The exception is found 
on page 6, lines 5 through 15: “Except as provided by paragraph (1) of this 
subsection” (which retains provision for advertising for bids on public con- 
tracts). The remainder of the provision sets aside the whole series of laws 
built up over a period of time to protect the public interest through specific 
congressional scrutiny. 

Sections 3734 and 3736 of the Revised Statutes, as amended, provide that no 
money shall be paid, nor contracts made, for payment for any site for a public 
building, or for the erection, repair or furnishing of any public building, in 
excess of a specific appropriation. 

Section 3736 of the Revised Statutes is to the effect that there shall be no 
purchase of land for the United States without specific congressional authoriza- 
tion. 
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In case any other provision of law would require specific approval by the 
Congress of a project, it is set aside by the language on lines 11 through 13 on 
page 6: “and any other provision of law, relating to the acquisition of real 
property, construction of buildings, or leasing of space, shall not apply to lease- 
purchase agreements executed under this act.” 

We commend the intent of the proviso on page 4, lines 13 through 18, for 
prior committee approval of purchase. contracts by the General Services Ad- 
ministrator. We understand its intent is to give some congressional scrutiny 
to the use of the unprecedented powers granted to GSA in the bill. We re- 
spectfully suggest, however, that it would be better to have these contracts 
approved by the Bureau of the Budget, the appropriate committees of the House 
and Senate, and by the full Congress itself, rather than to leave this responsi- 
bility to single committees of the Congress. The delegation of this broad au- 
thority to a committee of the Congress might subject that committee to politiical 
and other pressures of tremendous magnitude. 

How extensive this responsibility may be can be found on page 2 of the report 
accompanying H. R. 5406 under the subheading “Purposes of the bill,” which 
states that “sites acquired, and plans and specifications prepared as a result of 
the Public Buildings Act of 1949 could be utilized under the provisions of H. R. 
5406.” 

If I may direct your attention to page 285 of the budget for the fiscal year 
1954, you will find reference to a total authorization of $40 million for sites, 
drawings, and specifications prepared for future construction of public building 
projects. Referring to the Public Buildings Act program, it states that, “Acquisi- 
tion of 415 sites was authorized under the original program. As of June 30, 
1952, 67 sites had been acquired and commitments made for 35 additional sites. 
The program contemplates (1) acquisition of 3 additional sites in fiscal 1953 and 
2 in fiseal 1954, leaving 308 sites for future consideration, and (2) completion 
of design of 14 high-priority projects, leaving 446 for future determination.” 
And this is but the start of the program. Even if only a portion of the sites 
were developed under the proposed bill, it would be truly a sizable responsibility 
to be delegated to a congressional committee. 

Now, what about the costs of this program? Little or nothing has been 
said about that up to the present time. May I again refer you to the United 
States Government Budget for fiscal 1954. On page 273, under a subheading 
“Program and performance,” note that “Repairs, renovations, and improvements 
are made to 5,445 federally owned buildings outside the District of Columbia 
which were acquired at a cost of approximately $1 billion and contain over 
104 million gross square feet of space.” Since it is contended by GSA officials 
that there has been no public buildings construction since and during World 
War II, we must assume that the 104 million gross square feet of floor space 
mentioned above were acquired prior to the war at a cost of approximately $10 
a square foot. Presumably, then, since it was acquired in that period, this space 
was put in place when construction costs were about half as much. Using this 
same yardstick, we can expect new construction costs to be about $20 per gross 
square foot. 

Now, let’s take a specific example of housing a Federal agency. GSA, accord- 
ing to the budget, has approximately 26,000 employees. It is estimated that 
each employee for office space should have approximately 103 square feet of 
space (budget, p. 270). Following these figures through, it would cost approxi- 
mately $52 million to house GSA alone. This illustration will serve to give 
an inkling of the potential cost for which a committee of the Congress, under 
provisions of S. 2041, would be responsible and not the Congress itself. 

We have reason to believe that H. R. 6342, which was reported by the House 
Public Works Committee, if and when it is approved by the House, may be 
referred to this committee because of its origin. H. R. 6342 has a number of 
comparable provisions to those of S. 2041. However, instead of referring it to 
an appropriate committee of Congress for the approval of all contracts, it merely 
refers to the Vice President and the Speaker, contracts in excess of $50,000 per 
year. This in itself is quite a joker, because $50,000 a year over a 25-year con- 
tract is a $1,250,000 project. In other words, this provision means that anv 
project costing less than $1,250,000 would not even have to be submitted to any 
committee of Congress. Incidentally, the House provision does not require 
approval of a congressional committee but merely that it be referred to the 
committee. 

Mr. Chairman and members of the committee, S. 2041 permits the GSA Admin- 
istrator to exercise the powers granted by this measure with respect to existing 
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properties as well as surplus property. It authorizes the Administrator to ° 
bring about the development and improvement of any land owned by the United 
States and under the control of the General Services Administration, including 
the “demolition of obsolete and outmoded structures situated thereon.” 

This provision also authorizes the Administrator to enter into agreements 
with “any person, copartnership, corporation, or other public or private entity to 
effectuate any of the purposes of this section;’. Conceivably, the Administrator 
by this provision could have property transferred to him that may have been 
acquired under the public housing section or under the urban redevelopment 
section of Public Law 171. Once it is controlled by GSA he could effect “the 
demolition of obsolete and outmoded structures situated thereon.” These and 
other loopholes need clarification. 

We doubt the wisdom of enacting the legislation such as 8S, 2041 at the present 
time in view of these facts: 

1. It is hoped by all that continued expansion of Federal Government will not 
be carried on indefinitely. This measure seems to provide for expansion rather 
than contraction. 

2. Erosion of the tax base of local communities by Federal property acquisition 

is now presenting such a serious threat to the independence of local governments 
that a Presidential Commission and several committees of Congress are working 
on the problem. Further erosion should be stopped or at least minimized by a 
Congress looking to the perpetuation of truly loeal self-government. 
3. There is no exact knowledge inside or outside the Federal Government of 
the complete property holdings of the Government at the present time. S. 2041 
provides that existing properties. plus surplus properties, plus the sites and all 
facilities under the Public Buildings Act of 1949, plus the properties under the 
control of the General Services Administration, are to be subject to the provi- 
sions of this bill. Until a complete inventory is established and a thorough 
study conducted, there is no way of knowing whether properties already held by 
the Government are being utilized to their fullest extent and in the wisest possible 
manner. 

One approach to finding out what properties are held by the Federal Govern- 
ment and whether they are being properly utilized would be to set up a special 
joint committee of the Public Works and Interior and Insular Affairs Commit- 
tees. This committee could then supervise the carrying out of a real property 
inventory by a competent technical staff. Cooperation of the various Federal 
agencies could be enlisted. One task force could list the properties. A second 
could audit the properties from the standpoint of such standards as— 

1. Need for the property ; { 

2. Whether it is being utilized efficiently; 

3. What property should be shifted from one agency to another in the 
public interest; and 

4. What property should be recommended for disposal to taxpaying 
ownership. 

Once the inventory is established the necessary mechanics could be set up in 
the General Accounting Office or elsewhere to keep it up to date. All changes 
in property acquisition, disposal, and shifting between agencies would have to be 
reported promptly to the staff charged with the integrity of the inventory. 

If, notwithstanding these facts, the Congress decides to enact a bill such as 
S. 2041, we believe that there are three cardinal principles that must be followed 
if the public interest is to be protected: 

1. The bill should embody an unequivocal requirement for prior budget and 
congressional approval of all contracts entered into— 

(a) For original leases, and 
(b) For the exercising of purchase options to acquire title to the proper- 
ties concerned. 

2. The bill should not provide for mandatory acquisition of title by the Federal 
tovernment of all the properties involved. An option to purchase at a future 
time might be included in the original contracts. The exercise of that option 
to purchase, we believe, should be permissive on the part of the Federal Gov- 
ernment in light of the situation at the time the option is exercised, and only 
after direct prior approval by the Congress of the permanent acquisition. 

3. In the case of properties vested in the Federal Government under the bill, 
proper provision should be made regarding payment of fair service charges 
to the local community for services rendered. 

We thank you, Mr. Chairman and members of the committee, for this oppor- 
tunity of presenting the views of our association. 
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Estimates of local tax losses por year due to Federal ownership of real property 


Taxes that | 


| would be s j 
collected if | Payments 


i j | 
property —— of | Tax losses 
were pri- | Axes 
vately owned 





Metropolitan Birmingham, Ala : H $608, 746.00 | $512, 724. 70 
Phoenix, Ariz , eb sill BS --| 120, 000,00 | 99, 421. 00 
Greater Tucson, Ariz aaron tliat 500, 000. 00 j 478, 125. 44 
Greater Little Rock, Ark a 135, 000. 00 124, 293. 00 
Berkeley, Calif 31, 130. 80 11, 552. 67 
City and county of San Francisco, Calif. bike utd a 4, 179, 451. 00 3, 935, 016. 49 
Denver, Colo. (public housing only 327, 000. 00 | | 240, 450. 00 





Miami, Fla. (public housing only 





| 68, 010. 31 


Atlanta, Ga. (public housing only) bid tea ; 421, 942. 37 63, 626.91 | 358, 315. 46 
Savannah, Ga. (public housing only) )! ‘ ey 81, 274. 41 | 12, 395. 23 | 68, 879. 18 
Boise, Idaho : a 137, 128.00 |_____- eae 137, 128, 00 
Indianapolis, Ind 500, 000. 00 21, 500. 00 | 78, 500. 00 
Burlington, | ay a (public housing only) : u 77, 840.77 | 11, 080. 60 | 66, 760, 17 
Louisville, bs te shads Sd-eteteshe: 537, 831.00 | 83, 242.00 | 454, 589. 00 
Montgor _ G ounty, Md. .-----------| 8, 400, 000. 00 | 19, 280.10 | 8, 380, 719, 90 
Chelsea, Mass. (does not include put lic housing)!.........-..- a  PROMIB DL RR tt a yt 263, 014. 00 
Worcester, Mass Led Ky Cea: I | 1, 333. 00 
Pontiac, Mich. (public housing only) -........-.-.-.-...-----. 64, 000. 00 13, 000. 00 | 51, 000. 00 
St. Paul, Minn.!..__._.... ta sdebniescnal #. scat Tae 24, 500.00 | 56, 217. 00 
Kansas City, Mo.!_._....-- = haps Mn nef 76, 729. 50 |... eee 76, 729. 50 
Be Ze, DOO8 i oo sssescls aon ses lLadeta sivas | 2, 943, 921. 60 | 37, 890. 26 2, 906, 031. 34 
OTRO y BE 300i in sesgins womans een sesets enqdeweenmnmebionmnshs! ORME usa eet 92, 217. 83 
Buncombe County, N. C.......-----c--n0--- =n nnnor naen ence nm 26, 000. 00 | 2, 000. 00 24, 000. 00 
Cuyahoga County, Ohio (does not include public housing) ee 164, 545. 24 |_..._- ae 164, 545, 24 
Akron, Ohio (public housing only) A AE Eh  . 36, 730. 00 26, 607. 00 10, 123. 00 
Hamilton County ce OEE. SAID. 5, .nnupdhudpdsvineghmsotd | 637,361.00 13, 000. 00 524, 361. 00 
I een } 169, 750. 00 8, 990. 95 160, 759. 05 
Harrisburg, Pa. (public housing only) on Bowe .--| 134,045.45 38, 000. 00 96, 045. 45 
Newport, Middletown, Portsmouth, R. I-----.-..-..-.-----. | 972,068.00 34, 681.00 937, 387. 00 
Corpus Christi, Tex. (public housing only) -.......--..---. ---| 40, 000. 00 25, 130. 01 14, 869. 99 
Dallas, Tex 7 aah cinmeeeediaienmniaa ie teiie 143, 951. 88 61, 581, 25 82, 370. 58 
Salt Lake City, Utah__..._-.-_- cLepetotcados. | 253, 736. 2a 253, 736. 00 

4, 860, 000. 00 


Norfolk, Va. (does not include public housing) ____-......___-- | 4,860, 000. 
Richmond, Va. (does not include public housing) 185, 706. 185, 706. 40 
King County (Seattle), Wash.!__....._--. cork avai hiteniebinaadl ..| 6, 405, 093. 87 430, 978. 87 5, 974, 115. 00 








Vancouver, Wash Weaaoeea odencuiccacst  *@aapeE ee 180, 000. 00 333, 312. 00 
Kitsap County (Bremerton), Woah. 22. snus... a 665, 485. 57 71, 302. 58 594, 182. 99 
SIR, Wat Pecncimncpdneynst=sylrenecerensinesiogn) 34, 090. 00 4, 340. 00 29, 750. 00 








1 Information compiled by local tax official. 
2 Information compiled by certified public accountants. 


Information for all others compiled by local real estate board after consultation with local tax officials, 


Mr. Snyper. To identify myself, I am Calvin K. Snyder, secretary 
of the Realtors’ Washington Committee of the National Association 
of Real Estate Boards. Our committee is the legislative arm of the 
national association. We have boards located in each of the 48 States 
with a total membership in excess of 50,000. 

Our authority to offer testimony on S. 2041 is contained in a resolu- 
tion adopted by the association’s board of directors at its meeting held 
February 3, 1953, in Washington, D. C. 

The resolution is part of the statement I have filed in the record. 

Mr. Chairman, I think that the real issue our association wishes to 
raise concerning S. 2041—I should like to speak to the bill which is 
before the committee, and only incidentally to the other bills which 
have been discussed here this morning—is the issue of this problem of 
removing properties from local tax rolls, 

Attached to my statement, at the very back of it, is a survey we have 
just completed through our research department in cooperation with 
our local real estate boards in some 40 cities in 23 or 27 States, I believe 
it is. It indicates the amount of tax losses which are occurring, from 
the best information available to us, through tax assessors in each of 
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these local communities, as a result of federally owned property which 
has been exempted from the tax rolls. 

In all fairness I should point out that approximately half of this 
tax-exemption issue is directly related to the military, insofar as our 
survey is concerned. The remainder of it is Federal properties that 
are presently owned by the Federal Government, or operated and 
controlled by the Federal Government that are not related to defense, 
and which are removed from the local tax rolls by reason of the tax- 
exempt provisions. 

Senator Busw. You might say one-half of it is normal. That is 
just a normal expectancy from here on. 

Mr. Snyper. I would say that is a fair assumption, Senator; yes, 
sir. The basis for tax exemption of property owned by the Federal 
Government, dating way back to when it first occurred or started to 
occur many, many years ago, I believe was due to the fact that it was 
not fair to assess ad valorem taxes on property owned by the Federal 
Government because the people actually would be assessing a tax on 
themselves. 

However, at that time we did not have the scope of ownership by 
the Federal Government of these properties inthe local communities 
that we do today. For example, just in New York City alone, which is 
a tremendously large city as we all know, as part of my statement 
here I have a reference made to a report by Mr. Melville Southard 
found in the spring 1953 issue of the Record, which is the official 
publication of the Real Estate Board of New York. He reports the 
assessed valuation of New York City real property which is exempt 
from real-estate taxes reached the staggering amount of $7,000,255,000, 

Senator Busx. That takes care of all types of taxes? Charitable 
tax exemption of all kinds? 

Mr. Snyper. That is correct. 

Senator Busx. Not just the Federal Government. 

Mr. Snyper. That is correct. But he does identify that the United 
States Government does own $351,634,500 of assessed valuation of 
tax-exempt property for the tax year 1952-43 in New York City alone. 

Senator Bus. $351 million? 

Mr. Snyper. Yes. 

Senator Busx. That is not in your tabulation, thought ? 

Mr. Snyper. Because when we received that tabulation we did not 
have it specifically identified, and I gathered this after I completed 
the tabulation. I think it is rather basic that the committee give con- 
sideration to the fact of not rushing this legislation through at a time 
when the Presidential Commission for the Study of the Interrelation- 
ship of Tax Problems of State, Federal, and Local Governments, 
and several committees of the Congress, are engaging themselves in a 
study of tax issues as they relate to the local community and the in- 
creased tax burden of the local community. 

I have in my statement an analysis of 2 or 3 studies that have been 
made; one by the Tax Foundation, and another taken directly from 
the United States Commerce Department, that shows the relative 
deficit tax position, or relative deficit operating position of the local 
communities as a whole throughout the United States. 

It is anticipated that that same relative deficit position of better 
than $1.4 billion will continue for the 1952-53 year. I also recognize 
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the fact that the Federal Government is operating under a serious 
deficit problem. So this is not an issue, I believe, that can be resolved 
simply by passing legislation that will contribute to the problem of 
tax exemption of local properties where they are owned by the Federal 
Government. 

If it is decided, however, that the Congress is going to act on this 
issue, I believe some provision should be set up in the legislation to 
provide for a service fee that could be paid to a local community if the 
ad valorem problem has not been resolved; and that that service fee 
would be equal to or commensurate with the services required by that 
new Federal building to be imposed on that locality on some pro- 
rated basis with comparable privately owned dwellings, and compared 
to the taxes that they pay. 

We know the school situation in our communities is a serious prob- 
lem; and as more and more of these federally tax-exempt buildings 
are imposed upon a local community, then obviously it is going to 
impose more and more burden on the school situation. 

Senator Busu. Let me ask you this question: If the bill provided 
no property removed from the tax rules under this legislation would 
become tax exempt, would all of your objections vanish ? 

Mr. Snyper. They would. 

Senator Bus. I think we have heard enough from him. 

Senator Kucue.. Thank you very much. Do you have anything 
else ¢ 

Mr. Snyper. No, sir. 

Senator Kucuen. Thank you very much. The committee will go 
into executive session. 

(Whereupon, at 11:59 a. m., the subcommittee went into execu- 
tive session, and the hearing was concluded. ) 
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